PEACE WITH STALIN? 


{ 1 





SPY-RING METHODS 


| & 
orld Report RELOCATING PLANTS 





























_ |magination tortures brakes 


TO BUILD A SAFER CAR FOR YOU 
eR 





Creative Imagination working for you at Chrysler Corporation 


They borrowed winter to help you stop! 


Tuts is not a scene in an Eskimo ser- 
vice station. The picture was taken 
in Detroit—and shows one of the 
experiments that helped bring about 
the latest important automobile brake 
improvement. 

The fur-collared man is an engi- 
neer, dressed to test this new kind 
of brake in the artificial winter of the 
Chrysler Corporation Cold Room. 

He steps on the brake pedal of a 
one-wheeled “‘test-car,”’ reads the 


Airtemp Heating. Cooling, Refrigeration ~- Chrysler Marine & Industrial Engines Dodge Job-Rated Trucks Oilite Powdered Metal Products Mopar Parts & Accessories 


sensitive instruments that tell how 
the new brake works at temperatures 
down to 20° below zero... and reports 
the results by microphone to another 
engineer outside the observation 
window. 

This was one of the experiments 
that led us to put the revolutionary 
new Safe-Guard Hydraulic Brakes on 
all our cars. It proved you can trust 
them in cold-weather driving. 

Other tests checked them in ex- 


CHRYSLER 


PLYMOUTH 


DODGE 


treme heat, thick dust and other 
driving conditions. And thousands of 
miles of on-the-road testing showed 
them superior for all kinds of driving 
. . . they bring you the safety of 
easier brake control with 25% to 
30% less foot pressure! 

Safe-Guard Hydraulic Brakes are 
another result of the practical imag!- 
nation that has led to the exceptional 
value of the new Plymouth. Dodge. 
De Soto and Chrysler. 


CORPORATION 
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A stickler for form, describing the scene above, 
would say that Wilberforce, the big-game hunter, 
is being hotly pursued by a pride of lions. 


That’s correct, of course. Just as it is to say a 
yard of deer—a pod of seals—an exultation of 
larks—when you mean “‘lots.” 


Most people, however, will feel that in some 
cases it simply doesn’t pay to be too goshdarned 
correct. So.do we. 


But there are cases where being correct is of 
supreme importance. Take business, for exam- 
ple. Here, every word you say—every figure 
you cite—must be absolutely right. 


It’s in such cases that business men become 
sticklers for form—and stick to figures that come 
from a certain adding-calculating machine. Be- 
cause it’s quick and economical. And above all 
—accurate. When you’ve got to be correct, you 
know you can rely on— 


ComPrTromeETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufacturing Co., 
Chicago, and sold exclusively by its Comptometer 
Division, 1726 N. Paulina St., Chicago 22, Illinois. 
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COURTESY THE BETTMANN ARCHIVE 


"Prove it mister! 


Hard-hitting facts for truckers who 


XACTLY what is there about Reo trucks that makes 
fleet owners, operators, drivers and mechanics go 
to bat for them at the buzz of a starter? 
Is it Reo More-Load design? This exclusive Reo fea- 
ture cuts inches off the wheelbase—gives a full payload 
im a more compact unit. 
Perhaps it’s the ease of maneuverability of a More- 
Load design Reo truck that makes users swell with 
pride—and profits. 





Then again, Reo drivers might be chesty just from the 
sheer pleasure of handling a responsive, easy-to-steer 
Reo truck. Reo’s close, tight, turning radius is made 
to order for tough city driving and any kind of high- 
way hauling. 


like it straight from the shoulder 


Better consider the twinkle in the mechanic’s eye. 
Likely it’s a gleam of goodwill toward Reo for making 
his service and maintenance job easier. Remember 
Reo’s exclusive cowl-hinged hood? That feature makes 
the Reo Gold Crown Engine more accessible. It’s 
easier to get to and work on. 


The pride of possession Reo owners show could well 
come from any of Reo’s superior features. For instance, 
look at Reo’s tough chrome-molybdenum iron block, 
dual-primary brakes, Tocco (electric) hardened crank- 
shaft, seven main bearings, and extra-gauge steel rail 
frame. 


These extra-quality features are all yours in Reo trucks. 
It means vou pay less because you get more value. 
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Notarized Proof! Drivers who won all first and second 

place awards drove Reo trucks in the American Truck- 

ing Associations’ National Truck Roadeo. And 22 State 

Roadeo winners also won with Reo trucks. 
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Notarized Proof! A medium-duty Reo hauled 10,000 
lbs. of furniture from New York City to Los Angeles 
in 93 hours to set a trans-continental record. Trip was 
timed by American Trucking Associations officials. 


Sharp-eyed, hard-fisted truck men want proof! 


Reo offers you undeniable, incontestable proof! Signed and sealed by 
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Notarized Proof! Hundreds of Reo dealers throughout 
the U. S. are ready to serve you with trained mechan- 
ies using genuine Reo parts... as are the Reo Distribu- 
tors and Factory Branches shown on the map above. 


See 


your KEO dealer 
before you order 


any truck 


State Authorized Notary Publics. 


Notarized Proof! A Chicago garage serviced major 
Reo units in 20% less average time than required on 
competing trucks. (Copies of complete affidavits avail- 
able on request.) 


REO MOTORS, INC., LANSING 20, MICH. 


TRUCKS AND BUSES 
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PEACE WITH STALIN?....................P. 13 
A fresh try for peace with Russia is be- 
ing made. Shooting war is less likely, but 
real peace still is distant. Much work re- 
mains to be done in settling differences 
over Germany, Austria, Trieste, repara- 
tions and general recovery in Europe. 


SPY RING‘S LABORG........... vionencne wie 
Small potatoes. That’s one appraisal of 
the work of the wartime spy ring de- 
scribed by witnesses before congressional 
committees. Russia got much more in- 
formation through official U.S. sources. 
Here are the facts behind the spy scare. 


WHERE BUYING POWER RISES......P. 19 
Tax cut was nice. We all are enjoying it. 
But, for most persons, price rises have 
eaten up all and more of the extra buy- 
ing power. Only if your income is more 
than $12,500 a year have you kept above 
price increases. 


AUTO PRICES NEAR LIMIT.............. P. 22 
New models are to appear more rapidly 
now. But production is a problem. De- 
spite high prices, consumers ‘still flock to 
put their names on lists. Explained here 
is the squeeze on automobiles, and the 
possibility for normal markets in the 
future. 


RELOCATING PLANTG....................P. 24 
Industry must prepare for atomic war- 
fare now. Concentration in cities could be 
costly. Detroit is dangerous. Pittsburgh is 
relatively safe. Chicago is neither safe nor 
extremely dangerous. East is more hazard- 
ous than the West. These facts can guide 
industry in relocation for wartime se- 
curity. 


LOWERING OF FOOD PRICEG........ P. 26 
It won't happen right away. But there are 
signs of a drop in food prices, particu- 
larly because of grains. Wheat prices are 
down. Corn, too. Although meat prices 


News within the News 





may continue in the sky for a while, pork 
and beef prices can be expected to drop 
as surpluses on the farm are reflected in 
prices. 


BUROPE'S RECOVERY. ...0ssccseceosss-ciPu at 
Marshall Plan dollars are beginning to 
work. Europe, the part of Europe on this 
side of the Iron Curtain, is pushing pro- 
duction to high levels. Only Germany 
and Italy are lagging. Here’s a country- 
by-country appraisal of progress. 


DRAIN ON FRANCE........ Setucinisiaceetaee 
War in the Orient is bleeding the French. 
Vietnamese — Indo-Chinese nationalists — 
are winning the struggle. They hold most 
of the land, are keeping the French 
penned in three large coastal cities. 


PRESSURE AGAINST CREDIT..........P. 42 
Inflation, that terrible economic some- 
thing that keeps prices skyrocketing, 
could be controlled by restricting credit. 
That’s what some experts think. Ex- 
plained in this article are the simple facts 
of credit, and how controls work. 
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You Get a Bigger 
Telephone Package 
Than Ever Before 











7. you buy telephone service 


you buy a great big package of 
convenience, safety, happiness and 
achievement all wrapped into one. 
More minutes in the day. More 
things done, more easily. 


You buy contacts with people 
—a quick, dependable, econom- 
ical way of keeping in touch with 
almost everybody, everywhere. 










You now get a bigger package 
than ever because there are more 
telephones than ever. 

In the three years since the war, 
we've added nearly 9,000,000 new 
Bell telephones —an increase 
of 40%. 

Many of these new telephones 
are right in your city, town or 
neighborhood. They are friends, 


BELL TELEPHONE SYSTEM 





relatives, neighbors, doctors, 
nurses, stores, offices: a larger 
world within your reach. The value 
of your own telephone has in- 
creased because you can call so 
many more people — and so many 
more can call you. 

It’s a big package, this telephone 
package, and it keeps on getting 
bigger day by day. 
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“Army Workhorse” Power 


The same famous “270” engine. . . with 
commercial-use adaptations . . . that 
powered nearly 600,000 GMC military 
trucks on battlefronts all over the world. 


Stronger, Sturdier Chassis 


Wide, deep, thick frames that are com- 
parable in strength to those of many 
heavy duty trucks... big clutches, brakes, 
springs and transmissions . . . frame- 
mounted, angle-braced bumper bar grilles. 


All New Post War Cab 


All-steel welded and 3-point mounted 

. . with greatly increased roominess, 
22% more visibility, adjustable seat with 
73 individually wrapped springs, built-in 
fresh air ventilation system, a dozen 
other comfort and convenience features. 


Rugged, Modern Good Looks 


Styled to Stand Out... 
streamlined hood and fenders, smoothly 
contoured cabs, and gleaming chrome 
grilles . . . all designed and engineered 
to stand up under the toughest truck use. 
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Blue Ribbon Winners 








Tune in Henry J. Taylor, “Your Land and Mine,” 
Mutual Network, Monday and Friday. 
GMC 450 series models ... conventional and cab- 
over-engine ... are the blue ribbon winners among 
the “‘big jobs”? in the medium duty truck field. 


They’re Big... built to handle gross weights up 
to 37,000 pounds. They’re Strong ... with frames 
of 10.1 section modulus... strongest in their price 
class. They’re Better Built . . . with such heavy 
duty big truck features as hypoid rear axles, full 
pressure engine lubrication, Turbo-Top pistons, 
radiator expansion tank, Ball-Bearing Steering. 


Beyond this, GMC 450s give you the peacetime 
counterpart of the war-famed ‘‘Army Workhorse” 
engine... rugged good looks .. . outstanding cab 
comfort. Before you buy any ‘“‘big’’ truck, see 
these extra big, extra value medium duty GMCs. 


GMC TRUCK & COACH DIVISION ¢ GENERAL MOTORS CORPORATION 


THE TRUCK OF VALUE 


GASOLINE + DIESEL 














ow WwW +o 





Written 
U.S. NE 




















- THE Te A 
vn | FOMOFFOW | 20x 

















—— 





24th and N Streets, N.W. 


CWSE relia Washington, D. C. 


Reg. U.S. Pat. Off. 


You can put these things down as quite definite: 

Boom, isn't going to be interfered with, deliberately, before election. 

Prices, living costs, wages are to go on rising through 1948. 

War is not going to start this year and probably not next. 

Test of the boom and a new test of Russia will come next year, not this, 
and probably when Thomas Dewey is President and not Harry Truman. 

Nobody is going to shoot Santa Claus just before the polls open. There 
never was any real White House expectation that Congress would act to kill off 
the boom this year. Neither was there a belief that shooting war would start. 

U.S. will just go on drifting until a President is chosen. 





Trouble obviously is building up as prices keep rising. 

Construction prices are getting up to what probably is a danger point. 

Automobile prices, at present levels, must gradually limit demand. 

Prices of meat, dairy products, other foods, are near the outside limit. 

The whole price structure is distorted, out of balance, sustained by a nunm- 
ber of artificial props. Sometime, maybe in 1949, something may happen to knock 
out one or more of the props. It's then that things can topple. 
. In 1949, a new Congress and maybe a new President will be more in a mood to 
make moves designed to get a better hold on money Supply, money use. 











Dewey, if President, will try to do something about the boom. 

A Dewey Administration, like a Truman Administration, will try to act to 
keep the boom from breaking of its own weight, will try to control it. 

Dewey will be more inclined than Truman to tackle inflation from money-sup- 
ply side, will pay more attention to interest rates, credit policies, than to at- 
tempted price controls or rationing. But he will act, not sit by. 

The Dewey goal is to be a "Stable" economy. 

The point is that Dewey is not a believer in laissez faire, is not to be in- 
clined to let nature take its course, if President. He will want to keep a boom 
from blowing up in his face to give Democrats control of Congress in 1950. A 
Republican Administration next time, if there is one, will do some economic 
planning, will go along with a good many New Deal ideas. 








In event that something does trip the boom sometime in 1949, then..... 

Extent of any correction is likely to be 15 to 20 per cent, maybe not more 
than that. Many people would get hurt, but it wouldn't be a collapse. 

Duration of a shift away from boom would be about 12 months. 

Aftermath of the boom's end will be some unemployment, stability at a price 
level maybe 15 to 20 per cent under the present, then prosperity at a stable 
level of prices for a rather prolonged period. In this period it is to be like- 
ly that some unemployment will persist. Labor efficiency will rise. 

There is no way to shift away from this boom without some pain. 





War is not likely to interfere with the pattern of things to come. 

War scares are fed out by some lower-level military officials. 

Written for the issue of August 13, 1948, Volume XXV—No. 7 (over) 
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War, at a cost of $500,000,000,000 and millions of lives, will scarcely be 
fought to bail out a general who neglected to protect his line of supply into 
Berlin when he had a chance to assure that protection. 

War at some time may be inevitable as rival systems clash, but war will 
grow from fundamental issues, not from minor side issues. 

Moves short of war are probable for years immediately ahead. 





There is this to keep in mind as dealings open with Russia agains: 

Russia has little tangible to give, has many wants. 

U.S., rich, comfortable, has much that Russia wants, much that she can 
and little, except peace and quiet, that she wants out of Russia. 

So the technique is simple. Russia, poor, with an inferiority complex, des- 
perately desiring to get things others can give, trades on her ability to cause 
trouble and discomfort to those she is bargaining with. Her strength in trading 
rests almost entirely on her ability to threaten trouble if she isn't offered 
something. If others want peace and quiet, they have to pay for it. 

Russia's price all along has been around $10,000,000,000. She'll let the 
world settle down for quite a long time at that price, or for a shorter time 
for a smaller price. But it's going to cost something to get comfort. 

That's not something new in bargaining. Some businessmen have been known to 
use the technique. So have some labor leaders. Employers are not strangers to 
the experience of meeting labor leaders who deal only when the time for a strike 
to start is 10 minutes away. The employer then can meet the terms or accept a 
Strike. Russian leaders let the other side come right up to the time when al- 
ternative is war. Then they deal to get a price for not starting war. 

It's about as Simple as that. 


give 





Spy stories now unfolding concern wartime, when Russia was an ally. 

Spying then wasn't needed. Russia got what she wanted for the asking. 

A spy system, a network, might have been in process of formation for use in 
peacetime. It could have been a sort of practice workout. 

Spying, or fifth-column technique, like Communist bargaining technique, 
appears to follow the same form everywhere. It's in the story-book fashion. 
There are the furtive meetings with Government officials in parks, on street 
corners, in restaurants, around telephone booths, instead of in offices. 

Russian agents appear to have made less progress in U.S. than in Canada 
with their plans for building a regular spy system of gullible Americans. To 
date, there has been little real evidence of a postwar spy ring in Government. 








Living costs, in period ahead, will provide a major issue. 

Cost of living has a little further to go on the upside. Living costs a 
year from now, however, are likely to be on the way down, not up. 

Beefsteaks aren't always to cost what they now cost. Neither are pork 
chops. Food is not far from its peak level of prices. Some cotton goods are 
becoming available rather cheaply in sales. 

Grain prices, cotton prices, sharply lower than they were, are the signal of 
future abundance for many of the things that people buy. 

Housing is going to ease, too, as the months go by. Nearly 1,000,000 new 
dwellings will be on the market in 1948, with further large totals in 1949. A 
shift away from most urgent demand for new and old houses is developing. 











To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 


at the head of each article. Thus we are able to give in Newsgram form 


additional coverage of essential news. -- The Editors 
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The Key to a Happy Vacation 


made with Nickel, the Friendly Metal that never lets you down 


Many doors...doors to happiness...to home 
...to security...are opened by a good turn 
from a good friend of yours. 


It’s “Your Unseen Friend,” Nickel...the 
Nickel in the tough Nickel Silver keys you 
carry in your pocket. 

For, whether you use them every day or 
only once a year... your friend Nickel keeps 
them strong, bright and ready. Ready to 
unlock your weather-beaten cabin door with 
the same quick friendly “click!” that lets you 
into your home at night. Ready to open the 
dusty chest in the cellar as easily as your 
safety deposit box. 

Yes, when there’s Nickel in your keys, it 
gives you extra assurance that they won’t 
corrode, stick or break. 

All around vou, even on your vacation, 
Nickel is serving you every day...in the 
sturdy, rustproof Nickel Silver reel and 
Monel line on which you haul in vour first 


trout...in the shining Stainless Steel pan in 
which you cook it...in the portable radio that 
plays as you eat. 

But, because the Nickel is often combined 
with other metals, it’s usually hidden from 
your eyes. That’s why Nickel is called “Your 
Unseen Friend.” 


The interesting story of Nickel, from ancient 
discovery to modern-day use, is told in an 
illustrated 60-page booklet, “The Romance of 
Nickel.” Write for your free copy today. 
Address Dept. 84X. 


THE INTERNATIONAL NICKEL COMPANY, INC. 


New York 5,N.Y. 


“at, Nickel 


TRADE Mane 


.--Your Unseen Friend 
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50 YOU THINK 
YOURE INSURED... 


**$8000 cash vanishes from store’s 
unlocked safe. Owner has insurance 
against burglary but not mysterious 
disappearance. He thought he was 
insured. His loss—$8000.”’ 


Don’t Take a Loss 


29 different ‘‘gaps’’ in coverage can cost 





you money! Don’t risk a loss by think- | 
ing you're fully insured. Know you | 
have full insurance protection. Be safe, | 


not sorry. 


See your AMICO agent for all casualty, | 


property insurance and bonds. AMICO 
is a strong legal reserve company pay- 
ing dividends to policyholders. 


Write for AMICO'S 
valuable new booklet, 
“*29 Gaps in Your 
Bridge to Security,” 
today. It may save you 
money! 
oe 
AMERICAN Motorists INSURANCE COMPANY 
| 4760 Sheridan Road | 
Chicago 40, Illinois 
Please mail me my FREE copy of “29 Gaps l 
in Your Bridge to Security.” 
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Congress. Members of Congress ready 
for home again, with President Truman’s 
program in tatters ... Mr. Truman stern- 
ly upbraiding Republican leaders for, he 
said, not letting Congress vote on his 
proposals . . . Truman aides searching 
the record for campaign material . . . 
Southerners successful in their filibuster 
against anti-poll-tax legislation . . . Sen- 
ators discovering that the cloture rule 
could not apply, because the Southerners 
were filibustering a motion to take up 
the poll-tax bill, not the bill itself... 
Plans to amend the cloture rule in Janu- 
ary, with a certainty that any changes in 
the rule will be filibustered, too. 


The campaign and campaigners. 
President Truman voting in Missouri. . . 
The President nodding to neighbors on 
an early-morning stroll in Independence 

. . Mr. Truman planning speeches in 
a number of big cities, including Detroit 
. . . Segregation banned at Democratic 
national headquarters, and the party’s 
Negro division merged with the rest of 
the organization. 

Governor Dewey, mostly still resting at 
his Pawling, N. Y., farm .. . The Gover- 
nor in a three-hour strategy conference 
with his campaign manager, Herbert 
Brownell, Jr. . . . Mr. Dewey eager for 
an early start, with a swing through the 
Middle West and perhaps on to the Pa- 
cific Coast in the planning stage . . . After 
that, back to Albany and shorter trips 
about the country. 

Mr. Truman and Mr. Dewey grinning 
face to face at ceremonies for dedication 
of the Idlewild, New York City, Airport, 
agreeing on one thing, anyway: that Idle- 
wild will help the cause of peace. 


Spies? Crowds and excitement in the 
House Un-American Activities Commit- 
tee room... Names of present and former 
Government officials, some of them top 
policy-making men, dragged in with 
charges of links to Communists’ wartime 
. Miss Elizabeth T. 


spies for Russia . . 


Bentley, former Communist and spy 
courier, the star witness, guarded around 
the clock by Capitol policemen . . . Some 
scoffing, too, at the Committee’s show , ,. 
President Truman denouncing the jp. 
quiry as a “red herring” to draw at. 
tention away from Congress’s failure to 
enact his program. 


World affairs. Troubles with Russia 
the Berlin crisis, again a matter of discys. 
sion between the Western powers and 
Moscow . . . Foreign Minister Vyache. 
slav Molotov hurrying back from a vaca. 
tion to receive U. S. and other envoys... 
The envoys in a late-night, two-hour 
meeting with Premier Stalin, deep in the 
Kremlin . . . The code room at the State 
Department busy with messages from 
Moscow . . . President Truman, Secre. 
tary of State George C. Marshall and 
their aides deep in conferences on the 
Russian crisis . Meanwhile, in the 
United Nations, the U.S. and Russia 
accusing each other of blocking reduc. 
tion of armaments. 


Capital parade. Military men appeal- 
ing to President Truman for custody of 
the atomic-bomb stockpile . . . The Pres. 
ident leaving the bombs with the civilian 
Atomic Energy Commission, with in- 
proved procedures for inspection and ac- 
cess... A hitch in the draft: The Army 
is short of doctors, and the law provides 
that no draftees may be inducted until 
adequate medical care is to be had... 
Proposals to draft doctors . . . The Secret 
Service reporting seizure of $3,094,000 
in counterfeit money in the year ended 
June 30, the biggest year in Secret Sery- 
ice’s history . . . The Bureau of Internal 
Revenue reporting seizure of 279 illicit 
stills in three months with the aid of Coast 
Guard aircraft to spot them from above 
. . . The Federal Communications Com- 
mission proposing that Congress decide 
whether radio-station owners are respon- 
sible for libelous statements made in po- 
litical speeches. 





PRESIDENT TRUMAN & GOVERNOR DEWEY 
... face to face at Idlewild 
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suddenly you have time 


—for that business 
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maybe 18 holes before 

dark. You enjoy working 

now, and get more done! You 

have an Edison Electronic Voicewriter. 

Dictation is no longer a chore eating 

up your time, and your secretary’s. Alone 

and at your convenience, you simply talk 

the work away. Edison’s exclusive 
Ear-Tuned Jewel-Action ‘‘tailor- 
makes”’ your voice so that your 
secretary ‘gets every word”’ clearly 
and unmistakably, saving costly, 
time-consuming errors, 
No other instrument matches Edison 
understandability . . . for only Edison . _ Phone “EDIPHONE” in your city, 


or write Thomas A. Edison, In- 


has Ear-Tuned Jewel-Action. corporated, West Orange, New 
Jersey. In Canada: Thomas A. 
Edison of Canada, Lid., Toronto 
1, Ontario. 














Watch for New Fairbanks-Morse 


The word gets around swiftly these days that 
Fairbanks-Morse Diesel Locomotives are worth watch- 
ing...as more and more are delivered for road and 


yard service. Fairbanks, Morse & Co., Chicago 5, Ill. 





When it comes to locomotives FAIRBANKS-MORSE 





DIESEL LOCOMOTIVES + DIESEL ENGINES » PUMPS + SCALES » MOTORS © GENERATORS © STOKERS * RAILROAD MOTOR CARS and STANDPIPES * FARM EQUIPMENT - MAGNETOS 
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CHANCES OF PEACE WITH STALIN: 
POINTS THAT FAVOR COMPROMISE 


Reported from BERLIN, PARIS, LONDON and WASHINGTON 


Russia and the U. S. are in the 
midst of another showdown on 
peace. Odds favor a settlement, 
not war. 

Peace terms are shifting closer 
to compromise. Russia is more in- 
terested in seeking peace, less 
interested in stalling. 

Each side is out to get the best 
possible terms. But prospects for 
easing the tension of “cold war’’ 
are good. 


New considerations are leading the 
United States and Russia to draw up 
fresh terms for peace in the “cold 
war.” Developments not anticipated 
10months ago, when the efforts to find 
a peace settlement broke up in Lon- 
don, are leading the U.S. and Russia 
into another showdown. 

Problem of Berlin now is minor. Rus- 
sia is concerned by Western Europe’s 
swift progress toward recovery, worried 
by U.S. plans to set up a West German 
government. Eastern Europe, bogging 
down for lack of capital equipment 
which Russia cannot supply, is looking 
westward for help. 

Short-term odds, as a result, favor 
peace, not war. Envoys of the U.S., 
Creat Britain and France, who went to 
see Premier Joseph Stalin about Berlin, 
came out with an answer that encour- 
aged peace talk, not war talk. 

Peace with Stalin—real peace—is not 

yet in sight. What is likely to come next 
isan easing of the “cold war,” a start on 
the basic problems. 
_ Shooting war is less likely now than 
it was a few weeks ago. But, if peace 
talks bog down this time, real war will 
be closer than at any time since World 
War II, 

Tactics are changing. Russia now 

aS more reason to seek peace, less reason 
to stall, It will take real prospect of peace 
to lead the U.S. to postpone the setting 
up of a West German government. 
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German problems must come first if 
the talking is to get anywhere. East- 
West deadlock revolves around Germany. 

More trade between East and West 
already is becoming a possibility. The 
U.S. and Russia are co-operating within 
the United Nations on plans for expand- 
ing trade even in the midst of “cold war.” 

Other agreements between U. S. and 
Russia are likely to come in a rush, all of 
a sudden, if the barriers of distrust can 
be lowered. But real danger of war can 
come if the talking breaks down again. 

For the present, however, both the 
U.S. and Russia are getting at the basic 
points on which business must be done 
if there is to be peace. 

Acceptable terms for peace are not 
going to be found overnight. But a quick 
survey of the major issues shows that 
compromises are possible if both sides 
are willing to make sacrifices. Issue by 
issue, this is the outlook: 

What Germany must pay to Russia 
in reparations is a basic issue in dispute. 
The U.S. may agree that Germany owes 


Russia as much as $7,000,000,000 of the 
$10,000,000,000 Russia is asking. Ques- 
tion is how Germany can pay. 

Russia wants to take her reparations 
out of Germany’s current production, col- 
lecting goods as they come out of the 
factory. This would mean that much of 
the $1,000,000,000 that American tax- 
payers are spending each year on Ger- 
many would go to produce goods for 
reparations to Russia. The U.S. will not 
accept this scheme. 

But Russia has gone ahead to collect 
what she can from Germany on her own 
since May, 1946, when the Western 
powers quit delivering to Russia, as rep- 
arations, goods from their zones of Ger- 
many. By the end of 1947, the Russians 
had taken an estimated $5,750,000,000 
worth of goods and machinery in war 
booty and reparations out of East Ger- 
many in addition to the $3,100,000,000 
cost of Russian occupation. By now, ‘Rus- 
sia may have collected as much as half 
the reparations she claims. Job will be to 
get the Russians to admit it. 

The U.S. wants Russia to 











wait for reparations until Ger- 
many is in a position to pay 
and until Western Europe 
has less need of Germany’s 
output. Russia, mindful of the 
way Germany escaped her 
war debts after World War I, 
wants payment now, not later. 

Way out of the reparations 
problem may involve a U.S. 
loan of $1,000,000,000 to 
Russia. The loan would be an 
advance to Russia on repara- 
tions account. to he liqui- 
dated when Germany starts 
paying. But a start must be 
made on a German settle- 
ment before the U.S. Gov- 
ernment can consider such a 
loan. 

Control of the Ruhr, in- 
dustrial heart of Western Eu- 
rope, is a second issue. Con- 
trol can be shared with Rus- 
sia, but not to the extent 
that Moscow desires. Russia 








—Herblock in Washington Post 


‘HE SAYS HELLO‘ 


wants to be in a position to 
block shipments of Ruhr coal, 
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GERMANY: 


BERLIN: 
Western sectors 
blockaded by Russia, 
but U.S., British planes 
keep supplies moving. 


Four powers split on 
future setup; U. S., 
Britain, France estab- 
lishing West Germany. 


PARIS: 


United Nations As- 
sembly, soon to meet 
here. faces wrangles 
over veto, Korea, 
atomic energy. 


GENEVA: 
Economic Commission 
for Europe seeks way 
to revive East-West 
trade, hobbled by 
cold war. 


AUSTRIA: 
| Peace treaty blocked 
by dispute on defini- 
tion of war booty 


taken by Russia. satellites. 


TRIESTE: 


Deadlock on selection 


of governor keeps 


city occupied, divided. 


iron and steel to countries she considers 
' unfriendly. In addition, Russia wants to 
help German Communists organize Ruhr 
workers. But the U.S. and Britain are 
aware of Russia’s aims. They fear that 
France, in a four-power control of the 
Ruhr, might side with Russia, in an ef- 
fort to get for herself a larger share of 
German production as reparations. This 
probably would mean a chronic dead- 
lock. 

As a result, the Western powers are 
likely to offer Russia a share in control 
of the Ruhr, but will also invite other in- 
terested powers to join in the manage- 
ment. Russia will get no veto on what is 
to be done in the Ruhr; real control will 
remain in the hands of the Western 
powers. 

Germany's future organization is a 
third issue. Best possibility is a compro- 
mise providing a weak central govern- 
ment in Berlin. Chances are that the 


: question of a German government, as well 
q as the problem of how long Germany is to 
P| be occupied, will be put aside until the 


four powers see how their other agree- 
ments, if any, work out. 
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GREECE: 


Civil war rages, but 
pro-Russian rebels 
are kept on defensive 


with U.S. help. 


Russia proposes that all Germans vote 
for a parliament that would be _ per- 
mitted to create a strong central govern- 
ment in Berlin. Then the occupation 
forces would withdraw, leaving the Ger- 
mans to run their own affairs. Catch is 
that such a plan would enable Russia to 
make a united Germany into another 
Russian satellite. 

Elections held in the Eastern zone of 
occupation, even if Russian troops were 
removed, would be completely controlled 
by the Russian-organized police forces, 
all in the hands of German Communists. 
A solid one third or more of the German 
parliament would be pro-Russian Com- 
munists, while West German deputies 
would be divided among several parties. 
No such plan is acceptable to the U. S., 
Britain and France. 

Western ideas of Germany’s future 
vary widely. The U.S. favors a federa- 
tion of German states that would encour- 
age private enterprise. Britain leans to- 
ward a centralized German government 
that would socialize major industries. 
France wants Germany kept as weak as 
possible, preferably divided into a dozen 


———, 


Major Battlegrounds of the ‘Cold War’ 































BELGRADE: 


Russia insists on full 
control of Danube 
River for herself and 


| THE STRAITS: 
Russia wants contro 
but Turkey, with U.S 
backing, is resisting 


small states with no central government a 
all. Probable compromise is a weak cen- 
tral government with most of the power 
remaining in the individual states. 
Policing of Germany is a major issue, 
too. Russia proposes that the armies of 
occupation leave the country. But Rus 
sia and her ally, Poland, are close 0 
Berlin and would be in a good position 
to put pressure on a German gover: 
ment there. Western powers, therefore, 
are not likely to agree to ending the o- 
cupation in the immediate future. But 
the four powers may agree to keep only 
token forces inside Germany. 
Stopgap solutions for relatively minor 
problems in Germany will come quickly 
if the U.S. and Russia set out seriously 
to seek peace. Russia, for example, ci! 
ease the Berlin crisis in a moment, wit 


out surrendering the right to blockade | 


Berlin again in the future, simply by le- 
ting token shipments of supplies reach the 
city by rail, road or canal. And the Wes 


ern powers can ease the money crisis 0 § 
Berlin, where most Western currency has § 


already gone into hoarded savings, by 
issuing no more Western money there. 
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Quiside Germany, major East-West 
sues can be approached with real hope 
of success when the German problem is 
on the road to settlement. 

A peace treaty for Austria already is 
dose to completion, and Russia, now 
quarreling ith Yugoslavia, need no long- 
a insist that the Yugoslavs be given 
Carinthia in Southern Austria. The U. S. 
and Russia should have little trouble in 
agreeing on a governor for Trieste. Pro- 
Russian rebels in Greece, already on the 
nn before Greek forces backed by the 
U.S. are getting less and less support 
fom Russia’s satellites. 

Will to expand East-West trade is evi- 
dent on both sides. Russia, represented 
onthe Economic Commission for Europe, 
a subsidiary of the United Nations, has 
just agreed with the U.S. to have this 
Commission work out plans for encour- 
aging trade between Eastern and Western 
Europe, and for the economic develop- 
ment of “underdeveloped” countries. Most 
of Russia’s Eastern Europe may be classi- 
fied as “underdeveloped” and is in des- 
perate need of capital equipment, which 
only the U.S. and Western Europe can 
supply. 

Major problem is how the East can pay 
| for what it needs. Russia and Eastern 
Europe together are sending only $700,- 
) 000,000 worth of exports to the West in 
U.S exchange for $1,250,000,000 worth of im- 
ports. The U. S. is not interested in sink- 
ing hundreds of millions of dollars into 
East-West trade without adequate re- 
turns. But the United States and Western 
Europe both are interested in buying 
Eastern Europe's raw materials and 
ament at § fatm products. 
eak cen: East-West trade is of such importance 

i 







Sting 


st 


oration 


e power fp the Russian sphere that other problems 
. are likely to be solved if this commerce 
or issue f can be expanded. The control of the Dan- 
‘mies of |. ube River may be arranged to the satisfac- 
ut Rus- @ tion of the West if the West can offer East- 
close 9 | em Europe an opportunity for increased 
position F trade. Right now, in the Danube confer- 
govern: | ence at Belgrade, Russia is reserving that 
erefore, § Control for herself and her satellites. 

the o- |) Unacceptable terms may be pre- 
re, But i sented by either Russia or the Western 
ep only @ Powers. That can lead only to the same 
kind of deadlock that has wrecked prev- 
y minor  10US peace talks. This time, however, the 
quickly showdown comes after such an intensive 
sriously @ “Sis over Berlin that failure to break 
le, can the deadlock will put the U. S. and Russia 








. with & further along on the road to war. 

ockade & The Prospect, thus, comes to this: 
by let Peace, or at least an easing of the 
ichthe F "2Sion, is likely if Russia gives evidence 


West @ ° willingness to seek solutions, without 
risis in stalling, and without insisting on terms 
cv has § Which the Russians know to be un- 
os, by B “ceptable to the West. 

‘there War will be much closer if the present 
showdown ends up in a deadlock. 
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RUSSIAN REPARATIONS: HOW CAN GERMANY PAY? 


—Keystone 





—U. S. Signal Corps 


GERMAN CURRENCY: HOW CAN THE CRISIS BE EASED? 


+++ agreement might come in a rush if the barriers of distrust were lowered 
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SPY RING’S UNNECESSARY LABORS 


Information U.S. Gave Willingly to Russic 


Facts behind the Russian-spy 
story show that the Communist 
agents were wasting their time. 
Russia as an ally of the United 
States got the war information 
she needed simply by asking. 

Special radio channels were 
set up to send information from 
the Pentagon to the Kremlin. 
American agents swapped fips 
with the Russian secret police. 
Goods for Russia got top priority. 

Russia had access to most U. S. 
information in the war period. 


This is the real story of how Russia 
got military secrets from the United 
States during the war. It is a story that 
has little to do with the spy ring that 
congressional committees are trying to 
prove existed during the war period. 
But it does throw light on the rnethods 
and purposes of the so-called spy ring. 

Military information was going to Rus- 
sia as a matter of routine, by official 
channels, on an organized basis, all dur- 
ing the period when United States Com- 
munists and their friends were supposed 
to be spying out bits of information to 


of 





—Harris & Ewing 


IN U. S.: HARRY HOPKINS 


send. Information of greatest military and 
industrial importance was given to the 
Russians by the highest American off- 
cials. Similar information went from 
Great Britain. At one time negotiations 
were begun, aimed at inviting spies of 
Russia’s secret police, the NKVD, into 
Washington. 

For the spy ring whose existence Con- 
gress is trying to prove was a wartime 
ring. And Russia was an ally of the 
United States at that time. Almost with- 
out exception, the information that self- 
confessed spies say they collected from 
agents inside the U.S. Government and 
passed along to Russia was material that 
Russia, as an ally, already had been given 
through regular and official channels. 


As an ally of U.S. in the war. 


against Germany, Russia had free access 
to far more important information than 
the so-called spy ring claims to have 
handled. Special arrangements were made 
to get the information into Russian hands. 
And a new radio channel was opened to 
clear it directly from the Pentagon to 
Moscow. 

One man who held a key spot in the 
American Government during the war 
years says the so-called spy ring ap- 
parently did not handle any information 
that the military attache of the Russian 
Embassy in Washington could not have 
gotten by riding over to the Pentagon 
headquarters of the Army. 


IN RUSSIA: MAJ. GEN 


In the effort to aid Russia, many of 
the barriers that usually stand between 
nations were broken down. 

Top American secrets were hande 
to the Russian ally whenever it was {el 
that use of those secrets by Russia would 


aid in the common cause against 
Germany. 
President Roosevelt and his aide 
Harry Hopkins, discussed over-all wa 
plans with Marshal Joseph Stalin 
American Ambassador Averell Har. 


man and Maj. Gen. John R. Deane 
head of the United States Military Mis 
sion to Russia, kept the Russian Foreign 
Office and the Red Army up to date 
war plans. 

Many months before D Day, General 
Deane told the Red Army staff the ap. 
proximate date of the cross-Channel jn. 
vasion of France. At the instruction of 
the Combined Chiefs of Staff, he gave the 
Russian officials the exact date tw 
months in advance. He kept them in 
formed of changes in the date. 

The reason for this was that the Red 
Army had a role to play in the invasion 
plans. It was to keep the Germans from 
shifting troops from the Eastern Front 
into France to meet the invasion. 

Three main categories of inform: 
tion were set up for the Russian all 
With a few exceptions, the Russians had 
full knowledge of what the United States 
was doing. That they did not have 





. JOHN R. DEANE 


. .. between Washington and Moscow—a special radio channel 
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igader access to information was more 
he fault of Russia than of the United 
states. The Russians had many invita- 
,jons to co-operate more fully with the 
United States and Great Britain, but they 
refused. 

The top secret that was kept from the 
Russians Was the atomic bomb. A few 
other weapons fell into the same cate- 
sory. Those were weapons that were not 
included in Lend-Lease shipments to 
Russia. Certain aspects of long-range 
strategy also were kept secret from the 
Russians, but only because of fear that 
these secrets might leak through to Ger- 
many. The Russian security system was 
not too tight. 

A swap label was attached to syn- 
thetic-rubber methods and a few other 
hits of industrial information. On these 
matters, the United States was willing 
to give the information to Russia, but 
demanded certain information in return. 

No swaps were ever worked out. Med- 
ical, rubber and weather missions came 
back from Russia empty handed. Air 
Forces doctors got nothing. The Ordnance 
Department could not see Russian equip- 
ment or German equipment that had fal- 
len into Russian hands. The Ground 
Forces were not allowed to observe Rus- 
sian tactical methods. The Navy was 
barred from the Russian-captured Ger- 
man submarine base at Gydnia. 

Even Government financial informa- 
tion and figures on gold reserves, which 
ae public property in America, were 
withheld by Russia. Russian weather in- 
formation was withheld from America 
for a long while, although it was needed 
by fliers. 

But a broad field of American in- 
formation was left wide open to the 
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GEN. DONOVAN OF OSS 
... the NKVD co-operated 


AUGUST 13, 1948 
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THE KREMLIN 
... the OSS swapped tips with Russian secret police 


Russians. Most industrial processes fell 
within it. Thousands of Russians came to 
the United States to visit manufacturing 
plants, attend American schools and 
witness tests of aircraft and other equip- 
ment. Russians at Army field headquar- 
ters were allowed to see whatever they 
wished. 

New inventions in electronics and 
other areas of research were made avail- 
able to the Russians as soon as they had 
been used by American forces and the 
element of surprise exploited. General 
Deane in Moscow got a list, every month, 
of inventions he could tell the Russians 
about. 

A special radio channel was set up 
between Moscow and the Pentagon. It 
permitted the Kremlin to keep in touch 
with the many Russian commissions and 
observers in the United States. And it 
enabled General Deane and Ambassa- 
dor Harriman to maintain contact with 
Washington. 

NKVD. The co-operation between the 
Office of Strategic Services, under Maj. 
Gen. William J. Donovan, and NKVD, 
the Russian secret-police agency, was 
especially close. General Donovan went 
to Moscow at Christmas of 1943. He 
talked with Lieut. Gen. P. M. Fitin and 
Maj. Gen. A. P. Ossipov, the two top 
officials of NKVD. He told them of the 
work of OSS and about many of its 
secret devices. He proposed that OSS 
and NKVD exchange information. 

The original plan called for the estab- 
lishment of an OSS mission in Moscow. 
It would get information from NKVD 
and send that information to Washington. 
In exchange, NKVD would send a mis- 
sion of secret-police officials to Washing- 
ton. They would keep in contact with 
OSS and relay the information back to 
the Kremlin. The Russians agreed to the 
plan. Arrangements were under way to 
put it into operation. 

But, in mid-March of 1944, President 
Roosevelt ordered the negotiations post- 
poned indefinitely. Both General Deane 


‘ prove 


and Mr. Harriman protested. They 
thought the plan would enable the 
United States to learn more about Russia. 
Mr. Roosevelt was firm. In the face of the 
approaching presidential campaign, Mr. 
Roosevelt foresaw criticism if he per- 
mitted the Russian secret police to estab- 
lish a base inside the United States. 

This plan collapsed. But OSS and 
NKVD exchanged information regularly, 
with General Deane acting as inter- 
mediary. One of the bits of information 
that OSS gave to NKVD was docu- 
mentary proof that the Germans had 
succeeded in breaking some of the Rus- 
sian codes. 

Aid to Russia was the dominant 
theme in Washington during that petiod. 
United States war agencies were ordered 
to give top priority to Russian orders for 
material. This priority material went 
ahead of that for other allies, and even 
of that for America’s own armed services. 

Mr. Hopkins was urging this program 
with enthusiasm. Off in Russia, where he 
could see the other side of the situation, 
General Deane sometimes thought Mr. 
Hopkins was putting too much enthu- 
siasm into his work. The General some- 
times asked the Russians for reasons 
why they needed so much of various 
scarce materials. They refused to give 
reasons and told him if he did not ap- 
their Lend-Lease requests the 
Russian purchasing commission in Wash- 
ington would get the material anyway. 
And the purchasing commission did. 

In Washington, enthusiasm for Rus- 
sia was high. Many who disliked Com- 
munism felt that Russia was fighting 
America’s war when the Red Army 
stopped the Germans at long last after 
being pushed all the way across the 
Ukraine. And some friends of Russia in 
the Government felt that America was 
not doing enough for the Soviet cause. 

It was during this period that the so- 
called spies claim to have been working 
in Washington, at a period when Ameri- 
can friendship for Russia and American 


17 


U.S. News & World Report 











Md 


—— 


% jo nar, 
to { ! 








co-operation with Russia probably was at 
an all-time peak. 

The spy story grows out of testimony 
by three principal witnesses, Miss Eliza- 
beth T. Bentley, Whittaker Chambers and 
Louis Budenz. Miss Bentley is a Vassar 
graduate who says she was a spy for the 
Communists during the war. Mr. Cham- 
bers is a magazine editor. Mr. Budenz is 
a former Communist who once was editor 
of the Daily Worker. 

Miss Bentley says she collected infor- 
mation from men in Government who 
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—Berryman in Washington Star 


were Communists or friends of Commu- 
nists. She says she passed the information 
along to Russians and other Communists. 
She says some Government employes 
were active workers in Communist spy 
rings, that others gave willing assistance. 
The men involved deny her story. Most 
of them are no longer in Government 
service. 

Members of Congress are especially 
interested in the career of one man named 
by Miss Bentley. This man was sus- 
pended recently by the Commerce De- 
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. -. Russia had free access to far more important information 
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partment. During the war and afterward 
he moved from job to job. He wound up 
in a $10,000 post in the Commerce Dp. 
partment, in charge of export licenses 
in spite of the fact that one witnes 
testified that an Assistant Secretary of 
Commerce had warned that the man’s 
loyalty was under question and that the 
evidence was serious. 

Mr. Chambers says that he himselj 
was a Communist from 1924 to 1937 
He says the Communists were trying to 
infiltrate into Government departments 
during that period. He named a numbe; 
of former Government employes, who, he 
said, were members of an underground 
group of Communists in Washington then, 
Some of the men rose later to positions of 
great responsibility. They since have left 
Government service. 

Both Mr. Chambers and Miss Bentley 
had told their stories to the FBI and tj 
a New York grand jury. But the grand 
jury did not indict the men they named 
After the jury has heard the charges jn 
secret session, two congressional commit 
tees called the witnesses to Washington 
‘and heard them in open session. This 
gave the stories to the newspapers, the 
radio and newsreels. 

The spy-ring methods described by 
the witnesses resemble somewhat those 
that were employed by the Canadian spy 
ring that was broken in 1946. 

In the Canadian case, several officials 
were found to have betrayed scientific 
information to Russia. The men were 
highly trained public servants. No pay 
was involved. Not all of them were 
Communists. And no one man was told 
that he was a part of a larger ring. Each 
worked as an individual in a discussion 
group. 

Persons familiar with espionage meth- 
ods say the operations described before 
the congressional committees smack of 
the amateur. In view of the open-door 
policy that existed within the United 
States with respect to information for 
Russia, these persons can see only two 
purposes that the work described by 
Miss Bentley could have served. Either 
it was a simple training operation for 
future activities; or, if it had a genuine 
tie with the Russian Government, the 
Soviet was trying to check some of the 
information it already was _ getting 
through official channels. 

If it was a training maneuver, much 
of the groundwork for future operations 
will have to be laid again. New sources 
of information will have to be developed 
inside the Government. Most of the old 
ones are gone. And America is develop- 
ing a counterespionage system of its own. 
Moreover, if it was an effort to check 
official information, it failed. The Rus- 
sians got less information by spying than 
they could and did get for the asking 
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WHERE BUYING POWER GOES UP 


Tax-Cut Gain by Highly Paid Despite Prices 


Price rises have absorbed tax 
savings for most people, leaving 
them worse off than in 1947. 

Exceptions are persons in top 
income brackets and those who 
have won pay increases. 

Ideas about what is considered 
a good income have been upset. 
A $2,500 man of prewar 1939 
needs $4,600 now to have the 
same buying power. A $5,000 
man needs $9,819. A $15,000 
man requires $32,000. 


A family man today, if he earns less 
than $12,500 a year, is not as well off 
in buying power as he was a year ago, 
unless he has had a pay raise. 

Cut in taxes that this man is getting on 
his 1948 income is more than offset by 
the rise in prices of things his income 
buys. For families getting more than 
$12,500, tax reduction released more 
than enough income to offset the rise in 
living costs. 

Tax and price increases in recent years 
altered greatly the amount of income that 
one needs to consider himself well off. 

Increases in tax have had most to do 
with the problem that middle and upper 





THE EXECUTIVE: BIGGER TAX BENEFITS 


income groups have faced in trying to 
maintain the buying power they had be- 
fore the war. Tax reduction now has 
given these people, particularly married 
persons, some relief. 

Price increases have been at the root 
of the problem of persons at lower in- 
come levels. These groups have felt little, 
if any, relief from tax cuts, because their 
tax savings have been absorbed by the 
continued rise in living costs. 

What has happened to income 
standards is shown in the Pictogram on 
pages 20 and 21. Figures used here, ap- 
plying to families of four, are based on 
net income—that is, income after deduc- 
tions for charity, interest and other items 
allowed by tax laws, but before personal 
exemptions. 

A $2,500 man of 1939 has to be a 
$4,664 man today to have the same pur- 
chasing power. A year ago, he had to be 
a $4,511 man to hold his own. In other 
words, this man, unless he has had a pay 
raise, has $150 less buying power this 
year than last. Thus, he never really felt 
his 1948 tax cut. 

A $5,000 man of 1939 had to be a 
$9,769 man in 1947, and in 1948 he must 
be a $9,819 man, to hold his own. 

Thus, a $10,000 income in 1948 is not 
worth much more than a $5,000 income 
was worth just nine years ago. 

A $7,500 man in 1939 had to get 
$15,809 to live as well in 1947. Here, 


—Lambert Studios 


the benefit of 1948 tax relief begins to 
show up. In 1948, this man needs $15,- 
168, or $641 less than in 1947, to main- 
tain his prewar buying power. 

At this level, families get big savings 
from a 1948 tax provision that permits 
husbands and wives to split the family in- 
come for tax purposes. Biggest benefit 
from this provision occurs at incomes be- 
tween $10,000 and $100,000. 

A $10,000 man before the war needs 
to be a $20,642 man now to have the 
same buying power. This is an improve- 
ment over 1947, when it took a $22,951 
income to produce the same buying pow- 
er that a $10,000 income produced in 
1939. 

A $15,000 man in 1939 needed $40,- 
737 in 1947 to break even. In 1948, de- 
spite price rises, he needs only $32,716. 

At this level, income splitting offers 
big savings. Here, a man’s tax reduction 
amounts to about 35 per cent. But he 
still needs more than twice as much in- 
come as he had in 1939 to live as well 
as he lived then. 

A $25,000 man before the war needs 
$61,764 now to maintain the same buy- 
ing power. In 1947, he needed $93,111. 

A $50,000 man of 1939 had to get 
$302,362 in 1947 to keep the same buy- 
ing power. Now, with tax cuts, he needs 
only $151,647. This is just half as much 
as he needed in 1947, but three times as 
much as in 1939. Of his $151,000 net in- 






—Standard Oil Co. 


THE HOUSEWIFE: HIGHER PRICES 


. .. ideas about what is a good income have been upset 
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come this year, more than half would 
go to pay federal income taxes. 

A $100,000 man before the war 
needs $363,765 in 1948, compared with 
$618,708 in 1947, to maintain the same 
buying power. 

A $500,000 man in 1939 must have 
$1,464,700 this year to hold his own. He 
needed $2,144,694 in 1947. 

What all this means is that people 
have had to change their ideas about 
salary ranges. The things that have hap- 
pened to income standards over the years 
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have not been erased by the tax cuts 
that Congress voted in 1948. A $15,000 
salary now is about the same as $7,500 
nine years ago. A $30,000 salary is worth 
less than a 1939 salary of $15,000. 
Lower-income families got small dol- 
lar savings out of the 1948 tax cut, be- 
cause their taxes already were relatively 
low. Except for those who have had sub- 
stantial pay increases in 1948, this group 
has lost ground, despite tax cuts. 
Higher-income families, the ones 
who were hardest hit by tax increases, got 


= 


S Wy 
wy 





1939 Income 


$7,500 
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the biggest dollar savings under the 198 
tax reduction. However, people at these 
income levels still need somewhere be- 
tween 1.8 and 3.6 times as much net it- 
come now as they had in 1939 to brea 
even on buying power. Even after tat 
cuts, people in the top brackets are pay 
ing more than half their income for taxes. 

Single persons at all income level- 
including widows and widowers as well 


as bachelors and spinsters—got less bene- 5 


fit out of 1948 tax reduction than married 
people. Families at lower levels got 4 
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break out of increased personal exemp- 
tions. Those at higher levels gained by 
the privilege of income splitting. 

A $5,000 bachelor in 1939 needed 
$10,253 in 1947, and needs $10,658 in 
148, to break even with the prewar 
vear, A $10,000 bachelor in 1939 needed 
$24,000 in 1947 to hold his own, and he 
needs $24,564 in 1948. Thus, at $24,000, 
single person still is not as well off in 
1948 as he was in 1947, despite tax cuts. 


| Abachelor who earned $25,000 in 1939 


needed $95,827 in 1947, and $86,886 in 
AUGUST 13, 1948 





1948, to maintain his prewar buying 
power. 

Employers, in many cases, find that, 
because of tax cuts, there is less pressure 
from high-pay employes for salary in- 
creases. The executive group posed a 
difficult pay problem. In many cases, it 
would have been necessary to double or 
treble the pay of company executives to 
give them the same buying power they 
had in 1939. Some firms were not able to 
keep up with such a rise in income stand- 
ards. For high-pay executives, the 1948 
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tax cut produced the equivalent of a 
substantial raise in pay. A man receiving 
$25,000 got a $3,000 tax cut, a $50,000 
man got a $7,500 tax cut. 

A tighter squeeze on incomes at all 
levels, unless that squeeze is relieved by 
pay increases, appears to be in the mak- 
ing for the year ahead. The cost of living, 
despite mild Government measures to 
retard inflation, is fairly sure to keep ris- 
ing. And there is not much likelihood of 
a new tax cut this year or next to offset 
the continued rise in living costs. 
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Nearing of Limit for Auto Prices 


Orders pile up for new cars in 
spite of price rises. 

Car prices, however, are ap- 
proaching level of what the 
market will bear, are leaving less 
room for resale at profit. 

Model changes will 
along later in 1948. 

Automatic transmissions, more 
streamlining, improved engines 
to give greater gas performance 
are on the way. 


come 


The time when a man can walk into 
a showroom and drive away with the 
make, style and color .of automobile 
that he wants still appears to be dis- 
tant. This is true in spite of the latest 
rises in the price of cars. 

Prices at present levels are forcing a 
good many people out of the market for 
new cars. Installment-credit terms, if 
made harder to meet, as expected, will 
keep others out of the market. Demand is 
so great, even so, that all cars are to find 
a ready market for the next year and 
maybe longer. In the automobile indus- 
try, the view is that the market is assured 
for at least two more years. 

It is noticeable, though, that a strangely 
mixed reaction is greeting the latest rise 
in price of new cars. 

Order backlogs are continuing to rise. 
Many buyers, however, appear to be tak- 
ing delivery on new cars only to turn 
around and sell those cars to used-car 
dealers. Premiums on these practically 
new cars are varied and narrowing. 
Used-car dealers, apparently, are not to 
be able, in most instances, to pass on the 
price rise in strictly new cars. In other 
words, their margins and those of the 
people selling newly delivered cars to 
them are to be narrowed. Thus, pre- 
miums no longer may be commanded in 
used-car lots ‘for several makes of cars 
less well established than those of Ford, 
General Motors and Chrysler lines. 

What is happening is that auto- 
mobile manufacturers and regular dealers 
are beginning to get prices for their wares 
more nearly in line with what the market 
will bear. Used-car dealers, who have 
been grabbing margins that manufactur- 
ers and regular dealers might have had, 
are running into less lush times. 
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Reported from DETROIT 


In months ahead, a larger and larger 
proportion of new cars are to go to their 
actual users through channels of the es- 
tablished system of merchandising and 
fewer and fewer are to go through used- 
car lots. This means that the auto indus- 
try will get closely attuned again to the 
interest of consumers in new models. 

New postwar models now are to 
be brought out quite rapidly. All makers 
who have not already switched from face- 
lifted variations of prewar.cars will make 
that switch in the next six months or so. 





flecting those changes, probably wil} a, 
pear in January. Chevrolet’s engine yj 
be improved, not changed completely 
when it comes off the retooled assem) 
lines to challenge the new Ford and ty 
forthcoming postwar Plymouth. 

Chrysler's postwar cars, in Plymouth 
DeSoto, Dodge and Chrysler lines, aly 
are expected early next year. Extensiy 
body changes are indicated in thee 
along with other changes that are wel. 
guarded secrets. 

Detroit looks for new Studebaker moi. 


—Black Star 


THE SHOWROOM 
... big backlog of orders may evaporate 


Those who went out ahead with cars of 
postwar design also will tempt the buy- 
ing public with new models or other 
changes. 

Timetable for changes now runs this 
way: Nash is to bring out postwar models 
about mid-October. Hudson will add a 
convertible to its postwar line around 
that time. Kaiser-Frazer expects to have 
extensively changed 1949 models in 
volume production in a few weeks. 

Then, starting :probably in November, 
will come all the remaining postwar cars 
in General Motors lines. New Pontiacs 
and Buicks are expected either in No- 
vember or December. These, with new 
Oldsmobiles which also are to be intro- 
duced then, are expected to reflect many 
of the styling changes made some months 
ago in the largest model of the Oldsmo- 
bile line. The postwar Chevrolet, also re- 


els, too, in the next few months, though 
plans for these are not yet definite. 
Improvements in styling and engi- 
neering will be numerous, in postwar cars. 
Generally, bodies will be wider and more 
streamlined, billowing outward to pr- 
vide a lot of room on both front anl 
rear seats. The tendency is to move those 
seats forward, cradling them _ between 
the axles. Bodies are to be lower in some 
instances. Fenders will blend into then. 
Visibility in all directions is to be much 
increased, by enlarging, sloping and cur 
ing windshields and rear windows. 
Automatic transmissions are to be 0 
fered more widely. Power plants are he- 
ing improved. There is a considerable 


shift from the eight-in-line engine to the 
V-8. Instruments are grouped more com: § 


pactly. On the other hand, buyers 
these redesigned cars are not to find 


U. S. NEWS & WORLD REPORT 

















radical 
the rea 
High 
get a 1 
toward 
weight 
by the 
mobile. 
probab 
the mi 
space 
chambe 
velops 


B tity of 


are exp 
haps 4 
duced 





AUGU: 











y will ap. 
gine wil 
pletely. 
assemby 
| and the 


lymouth 
ines, aly 
Extensive 
in these 
are well. 































ker mod. 











radical mechanical innovation, such as 
the rear engine. 

High compression, to save fuel, is to 
get a modest start, though. A first step 
toward introduction of the small, light- 
weight Kettering engine is to be taken 
by the Cadillac and the large Olds- 
mobile. That will be early next year, 
probably. This type of engine squeezes 
the mixture of gasoline and air into a 
space smaller than the present firing 
chamber, burns it more completely, de- 
velops more power from the same quan- 
tity of gasoline. Ultimately, such engines 
are expected to cut fuel consumption per- 
haps 40 per cent. They must be intro- 
duced by stages, however, as higher-oc- 
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THE FINANCE COMPANY 
... tighter credit may keep some buyers out of the market 


tane gasoline becomes more generally 
available in quantity. 

All these improvements will whet con- 
sumer interest in new cars, keep orders 
flowing to dealers. 

Prices, for new models, are expected 
to be somewhat higher than those for 
present cars. Usually, both manufactur- 
ers costs and prices go up when cars are 
improved in periods of rising prices. The 
rise in labor and materials costs has just 
been stressed anew by Ford, in raising 
prices again by $75 per car. Price re- 
sistance presently apparent is unlikely to 
avert increases, if manufacturers deem 
them necessary. There is not enough re- 
sistance to have that effect. 
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THE ASSEMBLY LINE , 
-.. engineering improvements to whet consumer interest 


Car production, to meet this de- 
mand, is Detroit’s more pressing problem. 
The output of new cars is not to rise 
much in months ahead. It is  stoutly 
braked by steel scarcity. A rash of sup- 
plier strikes also discourages expectation 
of a really steady flow of parts and sub- 
assemblies to assembly lines. The result 
is that the car industry will do well to 
turn out 5,200,000 cars and trucks— 
4,000,000 passenger cars—this year. That 
would top all previous performance ex- 
cept the record 1929 output of 5,358,000 
cars and trucks. But, even so, it leaves 30 
to 40 per cent of the industry’s expanded 
production facilities idle. 

For next year, the production outlook 
is not appreciably better. The industry 
could turn out decidedly more cars then 
only if other demands for steel should 
fall off. And it could turn out even fewer 
cars if armament demands for steel then 
should be rising sharply. 

Future markets, even so, are getting 
plenty of attention in Detroit’s top plan- 
ning and sales offices. Though backlogs 
of orders are enormous, and are shooting 
up again, many car executives discount 
these considerably as a measure of future 
markets. Duplicate orders still are re- 
ported to be numerous. Allowance _ is 
made, too, for many prospective car buy- 
ers’ canceling orders once it ceases to be 
possible to resell to used-car dealers at a 
handsome profit. 

Then, too, planning executives recog- 
nize that a business downturn, if one 
should occur, could cut sharply into or- 
der backlogs. In the light of such con- 
siderations, one of the largest manu- 
facturers, though highly optimistic about 
the visible demand for cars, virtually ig- 
nores the backlogs. Said an executive of 
this firm: “There is nothing else quite 
so ephemeral as an order book.” 

He gave as an instance the evaporation 
of a big backlog of orders in the trailer 
industry, some time back, in a matter of 
hours. Another less favorable factor is an 
evident narrowing of markets as prices 
rise. But none of these considerations is 
sufficient to dim the outlook, for most of 
the industry, in the next year or two. 

Competition, even so, promises to 
become quite lively in that period. The 
Big Three, who sold 90 per cent of U. S. 
cars before the war and sell only 78 per 
cent now, look forward to raising their 
share again. Independent makers, who 
have been favored by a buyers’ market 
and their success in wangling materials 
and parts, are likely to find it increasingly) 
difficult to hold their gains when produc- 
tion and selling conditions approach nor- 
mal. 

Thus, price rises and postwar cars are 
to create some new problems for the in- 
dustry, even though many customers must 
wait quite a while for their new cars. 
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RELOCATING 


Owners of factories in big in- 
dustrial areas are getting official 
advice to decentralize if they 
want to be safe in wartime. 

Small towns, not big cities, 
offer the best sites for firms in 
any future war. Underground 
factories are impractical on a 
large scale. 

Bombing, if war comes, is to 
be selective, is unlikely to hit iso- 
lated plants, suburban areas. 


A guide is being offered to owners 
of industry who want to be as secure 
as possible in the event of future war. 
This guide calls for dispersal of plants 
in time of peace so as to be prepared 
for war. 

Official advice to businessmen on 
how best to meet the threat of World War 
III is given by the National Security Re- 
sources Board. This Board, headed by 
Arthur M. Hill, is charged with planning 
to co-ordinate military, industrial and ci- 
vilian defense. Its advice, given in a re- 
port just made, is this: 

Decentralization should be seriously 
considered by industry in its long-range 
planning, with a shift of new plants away 
from centers of industry. 

Small towns otter the best opportu- 
nity for industries seeking satety in the 
event of war. Plants in these areas are 
least likely to be the object of bombing 
attacks. 

Caves, deserts, other bizarre Joca- 
tions for industry need not enter calcula- 
tions of businessmen. A shift of a few 
miles away from strategic areas is likely 
to be just as effective. Even remote loca- 
tions will not be wholly immune. 

Underground factories are not rec- 
ommended. ‘They would be too expen- 
sive, are considered impractical except 
for a few highly strategic plants. War, in 
spite of previous military reports, appar- 
ently is not to drive people underground 
even in the atomic age 

Businessmen, in this guide, are given 
the story of what to expect if war does 
come. The story is not quite what many 
expected in the light of tales about 
atomic weapons that might destroy entire 
States. Destruction in any foreseeable 
war is to be selective, the area of de- 
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PLANTS FOR SAFETY 


Value of Small-Town Sites If War Comes 


struction not very widespread. But reali- 
zation of what war is to be like must un- 
derlie planning of business and industry 
if that planning is to provide for the 
possibility of war. 

War, as the official report sees it, is 
likely to involve these factors: 

Attack, when it comes, will aim at a 
few key industrial centers. Warning may 
not be given. No location in U. S. will be 
out of range of enemy bombers or 
enemy sabotage. Destructive effects may 
be many times those of Pearl Harbor. At- 
tempt will be made to knock out key 
war industry with the first surprise blow. 

Atomic bombs probably will be used. 
Those bombs, in the past, have been able 
to destroy nearly everything within a 
radius of half a mile from their center of 


detonation. They have caused moderate’ 


damage to all structures within another 

% miles of that area. Allowing for future 
developments, the atom bomb is not ex- 
pected to cause heavy damage beyond a 
distance of three miles from its point of 
detonation. Area destroyed by each 


bomb, thus, will be small. 

Number of bombs used will be rela- 
tively small. They are highly difficult to 
make, will remain very expensive. Being 
scarce, they must be used on concen- 
trated targets of great strategic impor- 
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tance. An enemy in the foreseeable fy, 
ture, thus, cannot bomb every big facton 
even every big city. 

What this means to the businessman j 
that his factory will be in danger of ¢. 
struction in wartime if it is in an area that 
forms a strategic target, but the same fx. 
tory will be relatively safe if it is awa 
from such a strategic area. ' 

Safest wartime sites for factorig 
as indicated in the chart on page 25, ar 





to be areas with these qualifications; 

Away from other plants. Sites shoul 
be at least three miles from other war jp. 
dustry which could become an atomic ty. 
get, and well out of any industrial are 
larger than five square miles. 

Away from big cities. Cities of 5). 
000 or more people could become target 
for enemy bombs. Safe factory site 
should be at least 10 miles away. 

In hilly country. Hilly terrain is pr 
ferred over flat country, as possibk 





atomic explosions nearby might k 
blocked off by intervening hills. May 
factories were thus shielded from the 
Nagasaki bomb, second of those dropped 
on Japan in World War II, while neat 
all were destroyed in the earlier blast « 
the flat area of Hiroshima. 

Away from military installations. 
Atom-age factory sites should be mor 
than three miles from major air bases, 
air supply depots, Army or Air Force 








posts, naval installations. 

Away from dams, power plants. 
These power installations, too, might be. 
come prime targets in a surprise attack 
should be avoided by several miles. 

Where factories should be relocated 
for safety, thus, may be in any part of the 
country, just so the new sites are several 
miles from possible target areas. Decet- 
tralization alone may not be enough- 
each plant could still be subject to bomb- 
ing if located too close to war install 
tions. Idea is to plan future expansion 
so that new plants are located near, ye 
out of, big cities, industrial areas, awa 
from military and power installations 

In terms of cities, meaning of the 
relocation plan is this: 

Detroit is probably the most dangerot' 
area for factories in wartime. Here 
dustry is concentrated, land is flat, pop" 
lation is large. 

Pittsburgh, in contrast, is described 3 
relatively safe. Industrial 


spread out over a large area, terrain i 


hilly, no concentrated target is presente? 
in spite of the large size of the city. Fur 
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Source: National Security Resources Board 


ther decentralization, however, still is ad- 
vised for such an area. 

Chicago is between these two ex- 
tremes. Land is flat, the Lake front is 
dangerous in case of atomic attack, popu- 
lation is large. Yet industry is fairly well 
spread out, not concentrated. 

Northeastern cities, as a group, are 
the most dangerous in case of war. Here, 
in 9 per cent of the nation’s area, is con- 
centrated about 65 per cent of all U. S. 
manufacturing. This includes centers 
such as New York, Baltimore, Boston, 
Philadelphia, smaller manufacturing cities 
in New England. 

Southern cities, over all, are better off. 
Aside from a few areas such as Birming- 
ham, there are no large concentrations of 
industry that would attract an atomic as- 
sault. 

Western cities, in most cases, are in 
the most favored position. Grouping of 
industry is small, much of the land is 
hilly, power installations mostly are well 
away from factory areas, populations are 
smaller than in the East. With 61 per 
cent of the nation’s area, the West now 
has only 11 per cent of all U.S. manu- 
facturing, plenty of room for new plants. 

In terms of industries, the reloca- 
tion plan means this: 

Aircraft firms, especially susceptible 
to attack in wartime, must be further 
spread out for safety. These now are con- 
centrated in half a dozen large areas, even 
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though a few have begun relocation pro- 
grams to get away from industrial areas. 

Steel plants, those making ingots, are 
centered in too small an area for security. 
About 70 per cent of total ingot capacity 
is located in Western Pennsylvania, Ohio, 
Indiana and Illinois. This endangers the 
steel industry even though 27 States now 
have steelmaking facilities, 29 States 
have steel-finishing plants. 

Oil firms, in many cases, have their 
refineries much too concentrated for 
safety in wartime. The recent Texas City 
explosion shows what may happen to 
such facilities in case of enemy attack. 

Machine-tool industry, basic in war- 
time, is in a far better position now, is 
spread out in relatively safe areas for the 
most part. 

Other firms, less directly connected 
with war industry, may be just as vul- 
nerable to attack if they are located in 
areas that could become strategic targets. 
As a result, they may be just as con- 
cerned with relocation plans. Moreover, 
secondary war industries, such as Ger- 
many’s ball-bearing factories, may be 
considered key plants for bombing if 
they present a concentrated target. 

To relocate plants for increased 
safety in wartime, however, owners still 
must base their choice of location on 
available power, transportation, markets 
and labor, may not count on federal 
money to overcome any increased costs. 


Subsidies for decentralizing are not in 
sight. Even such strictly war industries 
as ordnance and aircraft firms may not ex- 
pect financial aid from the Government in 
moving out of congested areas. 

Policies may be shaped by Govern- 
ment to encourage such relocation, never- 
theless. Defense planners are much dis- 
turbed, for example, about recent court 
rulings concerning f. 0. b. prices, which 
they fear will result in centralization of 
industry around supply points. Military 
pressure probably will be on the side of 
efforts to get a change in that situation 
through action by Congress. 

Self-interest, in the long run, is ex- 
pected to bring about the gradual reloca- 
tion of U.S. factories. Location of new 
plants and equipment, now being built at 
the rate of about $13,000,000,000 a year, 
could be a big element in the financial 
risk involved if war is in the offing. Pres- 
sure for safe locations, thus, may come 
from agencies lending money for long- 
range capital investments. The recent 
trend in decentralizing of firms is ex- 
pected to continue in some industries and 
be guided by these new rules for choosing 
safe sites. 

Official advice on relocating plants for 
security in the atomic age, as a result, is 
to apply to a large number of U. S. firms, 
is likely to be followed in many cases 
where new and expanded factories now 
are being planned. 
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Signs of Break 
In Food Costs 
During Next Year 


Reported from CHICAGO 
and KANSAS CITY 


Drop in grain prices gives pre- 
view of what can happen to food 
costs for consumers. 

Wheat is off by a third, oats 
by half, corn by 40 per cent. But 
housewives pay over $1 for meat 
that used to cost 35 cents. 

Bumper grain crops, cheap 
feed, mean lower food prices in 
time—and eventually farm sur- 
pluses that can cost billions. 


Telltale signs of a return to lower 
food prices for city consumers are 
appearing in markets for major farm 
products. The signs show up in drastic 
declines in grain prices. 

Declines that are taking place at a time 
when housewives are clamoring about the 
high cost of food are starting to worry 
farmers and Government officials. 

The price break in grains is illus 
trated in the accompanying chart. 

Wheat, for example, is being sup- 
ported by the Government at an average 
of $2 a bushel. Only eight months ago 
wheat sold at $3.13 a bushel. Prices, off 
by one third, would be much lower if the 
Government were not buying heavily and 
lending cash to farmers on their crop. 

Corn now sells for barely more than $2 
a bushel, is still dropping. A few months 
ago it was bringing $2.80. Officials ex- 
pect corn to fall another 60 cents, then 
meet support by Government. An all- 
time record crop, estimated at more than 
3,500,000,000 bushels, is to provide more 
than enough corn for all uses. Cheaper 
feed for livestock is to result. 

Oats, at 74 cents a bushel, are off 50 
per cent in price from the January high. 
The reason is the same as for corn—one 
of the biggest crops on record. Ef- 
fect, too, is the same—cheaper feed for 
livestock. 

Other grains also are off sharply in 
price. Rye and barley are down more 
than 40 per cent from postwar highs. 

Nevertheless, despite these drastic de- 
clines in grain prices, consumers find that 
food prices, instead of turning down, are 
reaching new highs weekly or daily. 

Price rises for most important foods, 
moreover, are to continue, while many 
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grain prices continue to fall. That’s the 
official prediction. 

Pork, for example, is at the highest 
price in history—and not at a top yet. 
Pork chops bring more than 85 cents a 
pound in many places. Farmers get more 
than $31 per hundred pounds for hogs 
they would have sold at $7 a few years 
ago. 

Beef, too, is near record levels. House- 
wives pay more than $1 a pound for beef 
that used to cost 35 cents. A rib roast 
costs close to $1 a pound. Steaks that 
could be had for 38 cents a pound in pre- 
war days are well over $1. 

Lamb has skyrocketed in price, to 
$1.05 a pound for cuts that used to cost 
42 cents. Farmers get $30 a hundred 
pounds for lambs, four times what they 
could get a few years ago. 

Milk and other dairy products are up 
20 per cent above a year ago. 

The contrast of declining prices for 
grains and rising prices for meats, poul- 
try and dairy products cannot continue 
indefinitely. It’s happening now only 
because grain can’t be turned into meat 
overnight. But, with feed grains super- 
abundant, there soon is to be more feed- 
ing, more production of meat animals. 

Lower prices at the butcher shop will 
be the result, in time. 

Poultry is to lead the downtrend. 
Cheaper feed will bring an expansion of 
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flocks in a few months. By next spring, 
chickens for eating will be more plenti- 
ful. By the middle of 1949, Government 
may be propping up chicken prices, 

Eggs, now scarce, can be abundant 
and down to price-support levels by late 
1949. 

Pork, scarce and expensive today, is 
not to stay that way indefinitely. A rec- 
ord corn crop this autumn can be fol- 
lowed by a sharp increase in the pig 
crop next spring. By late 1949, con- 
sumers are likely to find pork more 
plentiful and cheaper. 

Beef prices are to take longer to tum 
downward. But a move to build up herds 
is expected to be set off by bumper feed 
crops. 

Thus, it is in grain that consumers can 
find the first real signals of a return to 
abundance and lower food prices. That 
can mean billions of dollars of savings 
in living costs. But, as taxpayers, they 
may not fare so well in abundance. 

The old problem of farm surpluses 
becomes a possibility. This year’s huge 
crops are seen officially as laying ground- 
work for farm gluts that will be followed 
by costly subsidies. Another year of rec- 
ord crops, with a recovery of agriculture 
abroad, could produce heavy surpluses in 
grains. Then, taxpayers could lose in the 
cost of price supports a large part of what 
they save in food prices. 
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SPEED-UP IN EUROPE’S RECOVERY 


Reported from LONDON, PARIS, FRANKFURT, ROME and WASHINGTON 


Recovery is picking up in West- 
ern Europe. Output is up. Crops 
are good. People work harder. 
Only Germany, Italy lag. 

Marshall Plan dollars are start- 
ing to give results. 

It's after U.S. aid is gone that 
the test will come. Chances are 
good that Europe will get back 
on its feet, will make its way 
again, barring war. 


A boom—recovery—is catching on 
definitely throughout much of West- 
em Europe in this fourth year after 
the shooting stopped. Industry is ap- 
proaching normal; goods are more 
abundant; people are working harder: 
there is a feeling of vitality. 

Comeback in Western Europe appears 
to be so solid that planners on both sides 
of the Atlantic are risking a look far 
ahead. They are guessing what condi- 
tions will be like after 1952, when the 
Marshall Plan money runs out. They are 
trying to judge now how much recovery 
U.S. is going to get for the billions of 
dollars pumped into Europe. But, before 
they look too far into the future, they are 
making a quick examination of European 
recovery today, watching for soft spots. 
What they are finding is this: 

In the Marshall Plan period, the 
U.S. is giving and lending dollars and 
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making food, machinery and raw mate- 
rials available to 17 countries of Western 
Europe pledged to co-operate for re- 
covery. Rate of recovery can be judged 
on present performance. 

Recovery, at present, is widespread. 
Trade among European countries is slow 
to start. But only in Germany and Italy 
is the comeback of industry and _ agri- 
culture lagging. Even there, in the de- 
feated nations, there is progress toward 
normal. This progress is expected to step 
up as 1948 wears on and as the political 
strains ease somewhat in the West. Once 
Germany’s Ruhr can get going, Europe 
will begin to seem more like its old self 
again. 

Western Europe is far from self-sup- 
porting. But recovery, finding a base in 
Marshall Plan dollars and in Europe’s 
own hard work, is real enough to cause 
satisfaction. Output of industry in West- 
ern Europe as a whole is up 22 per cent 
in a year. Goods are rolling out at a rate 
90 per cent as high as in prewar 1937— 
a prosperous year. Agriculture has just 
produced a near-bumper crop of grain. 
Food is to be more abundant, rationing 
less severe. 

Collapse and depression, which Russia 
expected, have not materialized. Instead. 
the recovery is impressive enough to 
cause Russia to consider the advantages 
to be gained in making peace with the 
West. 

Country by country, appraisal of 
recovery shows this: 

Britain is producing goods at a rate 
about 15 per cent above the 1937 level. 





—Black Star 


NETHERLANDS FARM 








That represents a sharp climb from early 
last year, when industrial output stood 
below that of 1937. British farms, as 
well, are turning out 50 per cent more 
wheat this year than last. British exports, 
by the end of this year, may come close 
to the goal of 150 per cent of prewar 
shipments. 

Other side of the British picture is the 
gap between exports and imports. The 
gap is narrowing steadily. It may be kept 
down to $1,000,000,000 for 1948. But, 
to close the gap, or even to hold it as it 
stands now, British workers will have to 
keep their belts tight for several years. 
Their diets are monotonous; they find 
few consumer goods available for what 
they earn. But the only way Britain can 
increase production, narrowing the ex- 
port-import gap and approaching self- 
support, is to get more work out of the 
same workers. 

France, like Britain, is getting more 
goods from her factories, more food from 
her farms. Industrial output has passed 
the 1937 level. But France is not hitting 
the pace that Britain is setting in the 
drive for exports. The wage-price spiral 
is not yet under control. And French 
politics keeps the Government unstable 
and insecure. 

The Low Countries, Belgium and the 
Netherlands, share in the recovery boom 
that is developing throughout Western 
Europe. Industrial — production has 
climbed above the 1937 level in Holland 
and is within a few points of the same 
mark in Belgium. Crops are better in both 
countries than they were last year. Bel- 
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... output is higher, crops are better, goods are rolling out 
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gium, particularly, is releasing a large 
volume of consumer goods for the home 
market. 

Switzerland, neutral in the war, suf- 
fered a slight drop in industrial output 
earlier this year, but production still stood 
at 120 per cent of 1937. And the Swiss 
franc remains the strongest currency in 
Europe. 

Scandinavia is better off this year 
than last. Industrial output, on the basis 
of 100 in 1937, is up to 126 in Norway, 
124 in Denmark, and 110 in Sweden. In 
all three countries, outlook is for a 1948 
harvest well above last year’s. The chief 
problem, especially in Sweden, is to limit 
imports and expand exports in order to 
earn more dollars. 

Greece is recovering with difficulty, 
even with heavy U.S. aid. Greek in- 
dustry is turning out only 68 per cent as 
many goods as it did in 1937, but there 
is progress. Greek farmers are harvest- 
ing a third more wheat than last year. 
Recovery in Greece is held back by guer- 
rilla warfare, inflation and heavy war 
damages. 

Italy, similarly, is a long way from 
being out of the woods in industrial out- 
put, still only two thirds of 1937. But 
farm output is coming up fast. This year 
Italy will be close to 1937 production of 
bread grains. Problems still harrying the 
country, however, are those of 2,250,000 
unemployed, low living standards for 
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workers, and high prices. Strikes are a 
real threat to recovery in Italy. 

Austria is further along than Italy, at 
least in the portion of Austria occupied by 
the Western allies. Industrial output has 
climbed to 84 per cent of 1937, from last 
year’s 51 per cent. In Austria, full prog- 
ress toward recovery awaits a peace 
treaty, still blocked by East-West dis- 
agreement. 

Western Germany, where the Ruhr 
is expected to be the powerhouse of Eu- 
ropean recovery in the years to come, lags 
furthest behind at present. Industry still 
is hard pressed to produce less than half 
as much as it did in 1937. Food produc- 
tion, too, is far below the prewar level. 

Signs of a coming spurt in recovery for 
Western Germany, however, are begin- 
ning to break through. Coal and steel 
output are far above last year’s. Exports 
for the first half of 1948, valued at $229.- 
000,000, exceed the value of exports dur- 
ing the whole of 1947. And currency re- 
form is bringing food and consumer goods 
out of hiding, giving workers the incen- 
tive to produce. Output per man is rising. 

Over all, the Government planners 
are finding that recovery through West- 
ern Europe is doing better than they 
could hope a year ago. Injection of Mar- 
shall Plan dollars into the economic 
bloodstream of Western Europe is pro- 
ducing quick results. Question is how 
long the trend will last; how far along 
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Europe will be on the road to recovery 
when the dollars run out in 1952. 


Beyond the Marshall Plan, say 


from 1952 to 1960, Government planners 
in Washington and abroad in Westem 
Europe see a better chance that Europe 
will become self-supporting, better, at 
least, than they estimated when the 
Marshall Plan began early this year. 

What will happen in that period is 
guesswork, but guesswork based on the 
swift progress of Europe in the brief 
period of Marshall Plan operation. The 
planners, in making their guesses, are 
assuming a lot of things. 

Assumptions start with peace. The 
planners assume that there will be no 
war between the U.S. and Russia, no 
major conflict to wreck Western Euro- 
pean recovery. They assume as well that 
there will be no heavy increase, but 
rather a decrease, in the amount ot 
money the Marshall Plan countries are 
spending on armaments. They are count: 
ing on more political stability in Asia, 
permitting an increase in exports to Mar- 
shall Plan countries. 

Flat forecasts are ruled out. What is 
being assembled is an estimate of eco- 
nomic conditions that may be expected 
on the basis of a careful analysis of Ev- 
rope’s progress to date and a discounting 
of the economic trouble to be encoul- 
tered from now on through 1952. The 
findings, as statements of possibilities, are 
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as important for American businessmen 
as for Government officials. 

Foundation of Europe’s economic con- 
ditions from 1952 on will be the amount 
of recovery achieved from the start of 
1948 through the end of 1951. In this pe- 
tiod it is assumed that the U.S. will fol- 
low the present schedule and pump about 
$16,000,000,000 into Western Europe in 
gifts, loans and credits. In 1952, how- 
ever, the U.S. is not expected to sever 
trade relations with Europe. On the con- 
trary, the experts are assuming that the 
U.S. will be buying and selling, on a nor- 
mal cash, credit or barter basis, even 
more from Western Europe than in the 
prewar period. 

What the planners estimate for the 
years from 1952 through 1960 in Western 
Europe is this: 

Industrial production is likely to be 
at a level at least 12 per cent above 1937, 
possibly higher. Western Europe will 
have more productive capital goods than 
it had before the war and will be produc- 
ing more capital goods of its own. 

Man-power problems will be better 
adjusted than now. If Italy, for example, 
is not yet at a stage in recovery permit- 
ting full employment, Italian workers will 
be employed in France and elsewhere in 
Europe. There still will be a high pre- 
mium on skilled workers, perhaps still a 
shortage of skilled workers due to rapid 
mechanization, But output per man em- 
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ployed will be above current levels in 
all countries, 

Farm output is likely to be averaging 
around prewar levels for the whole area. 
Grain output will probably go higher. On 
farms, too, there will be many more trac- 
tors, most of them built in Europe, than 
there are today. There will be fewer short- 
ages of fertilizer; more acreage sown. 

Trade will be back on a multilateral 
basis, with most of the currencies once 
more convertible. Current restrictions on 
multilateral trade, due largely to the 
problem of weak and inflated currencies, 
will have vanished. Exchange rates, by 
1952, will have been stabilized and some 
of Britain’s sterling balances will have 
been written off. 

Import needs of Western Europe are 
likely to run about 9 per cent above 
1937 in order to bring in the amounts 
of food and raw materials needed for 
increased production. 

Exports from Western Europe are ex- 
pected to have increased to a level 26 
per cent above that of 1937 in the 1952- 
1960 period. They will be used to pay 
for heavier imports and to make up for 
reductions in the income once received 
from overseas investments, shipping, in- 
surance and gold sales, all of which 
were sharply reduced during the war 
and just after the war. 

That’s the long-range outlook in brief 
as the analysts see it. 


Effect on the U. S., assuming a 26 
per cent increase in exports from West- 
ern Europe, can be considerable. Com- 
petition for world markets will be in- 
tense, even assuming there is an increase 
of trade with areas of the world now 
underdeveloped. 

American exports, assuming an in- 
crease in world trade of about one quar- 
ter over 1937, are likely to shrink. The 
planners come up with an estimate of 
U.S. exports averaging about 60 per 
cent above 1937. Figured in 1937 dol- 
lars, that would mean exports of about 
$5,500,000,000 a year during the 1952- 
60 period, compared with a total of 
$3,400,000,000 in 1937 and of $8,900,- 
000,000 in 1947, the peak year. These 
figures are in stable dollars to permit 
comparison. 

What’s ahead, therefore, looks like 
a chance for real prosperity for Western 
Europe, barring war. The experts agree, 
in any case, that Western Europe stands 
an excellent prospect of getting in a 
good position, economically speaking, to 
withstand pressure from Russia. It is 
true that, during the four years ahead, 
Russian pressure could upset all the cal- 
culations by forcing Western Europe to 
fight another war, or, without a shooting 
war, could lead Western Europeans to 
spend a lot on armaments. But Europe’s 
performance now is setting the pace for 
recovery. 
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OING PLACEs is an old American custom. You 
belong to the going-est nation on earth! 


You head your car for the wide open spaces—or 
take in distant sights and cities via vast networks of 
super highways... . 

You head for friends—or customers—3 or 3000 
miles from home . . . ride restfully in streamlined 
buses—or a rolling home on rails—or swift liner of 
the air lanes... 

You can span the seven seas quickly and luxurious- 
ly in a floating palace—complete with ballroom, 
theatre, bar and swimming-pool! 


Can’t fence you in! .. . for at your door are the 
Magic Carpets of 20th Century travel! 
* * * 
What are Magic Carpets made of? Concrete, 
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steel, fuel, power, rubber, textiles—a thousand and 
one products of. American science and industry— 
made with the help of Allis-Chalmers. 


One of America’s biggest producers of ore and rock- 
crushing equipment . . . machine builder for the 
mining, textile, paper and chemical industries . . . one 
of the Big 3 in electric power equipment . . . that’s 
Allis-Chalmers—a company that furnishes industrial 
“know-how” to every basic industry—builds the 
world’s largest line of major industrial equipment. 


Back of the trademark A-C is 101 years of expe- 
rience . . . a reputation for fine craftsmanship, high 
standards of efficiency and performance . . . the con- 
fidence of leading business and production men 
throughout the world! 


Allis-Chalmers Manufacturing Company, Milwaukee 1, Wisconsin 


“Despite 
steam-laden 
atmosphere, 

Allis-Chalmers 
electric motor 
has driven ov 


BIG CITY FIRE DEPT.: GE maintenance. EASTERN UTILITY: 
“Each of our 29-year-old A-C pumps | ty, No shutdowns “25-year-old Allis-Chalmers ‘oil-sealed’ 
recently delivered 400,000 gallons per ee or delays!" inert gas systems still in service on 18 
hour for 6 hours. That's performance!” ak transformers. No maintenance!" 
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INDO-CHINA‘S DRAIN ON FRANCE 


Shooting war, unnoticed by 
most of the world, is going on 
inside the French empire, pulling 
it apart. 

France is losing. Indo-China, 
led by Communist sympathizers, 
is winning. 

Losing fight is costing France 
$200,000,000 a year, costing 
world 90 per cent of rich Indo- 
China’‘s exports of raw materials. 


A war is on the verge of being lost 
by the French in Indo-China. It is an 
important war, affecting the richest 
colony in the prewar colonial empire 
of France. 

To continue to fight a war with the na- 
tionalist groups in Indo-China, France is 
having to spend an estimated $200,- 
000,000 a year, draining resources needed 
at home. As much as $40,000,000 in Mar- 
shall Plan supplies will need to be di- 
verted to this part of the world in the 
present year to support the French ef- 
fort. Almost all is outgo, with little in- 
come from what was once a rich area. 

Losses for France. The French have 
110,000 troops operating in Indo-China. 
About 10,000 of these are of the French 
Foreign Legion, many of them onetime 
German soldiers. There are substantial 
numbers of Senegalese and about 30,000 
Indo-Chinese. Casualties in 20 months of 
fighting are estimated at betwen 20,000 
and 30,000 for the French forces. Yet the 
nationalist, or Viet Nam, armies are mas- 
ters of about 80 per cent of the country. 
Only in the larger cities of Hanoi, Saigon 
and Haiphong are the French secure. 

Land communication is paralyzed. The 
Saigon-Hanoi railroad has been aban- 
doned. So have a number of important 
roads, transport on which has been at- 
tacked by guerrillas. Not long ago a big 
convoy was wiped out by 2,000 Viet Nam 
troops not far from Saigon. Last week 
another was annihilated on another road. 
Even in towns occupied by the French, 
things are not altogether secure. Viet 
Nam agents, hidden by a sympathetic 
population, operate actively. They occa- 
sionally toss grenades into theaters and 
restaurants. They destroy warehouses, 
rubber stocks, military supply dumps. As 
this is being written, a petroleum dump 
with 60,000 gallons of gasoline is ablaze. 
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Reported from SAIGON 


A few nights ago, 1,000 tons of rubber 
was destroyed by fire. 

French military forces, in normal mili- 
tary terms, are superior to native forces. 
They operate with artillery, armored cars, 
tanks and planes. Yet these operations 
are proving relatively ineffective against 
the guerrilla tactics of the Vietnamese. 

An effort at settlement of issues be- 
tween the French and native nationalists, 
as a result, is likely to be forced sooner 
or later. Here again, however, there are 
difficulties. These difficulties grow from 
the fact that leaders of the nationalists 
are believed to be Communists. 

Extent of Communism. The Presi- 
dent of Viet Nam is Ho Chi Minh, a 
lifelong nationalist, who studied in Mos- 


cow from 1923 to 1926 and is believed | 


by the French to be a Communist. Vo 
Nguyon Giap, commander in chief of the 
Viet Nam Army, also is regarded as a 
Communist. Yet the French estimate that 
80 per cent of the Viet Nam supporters 
are non-Communists. Others believe the 
figure to be nearer 95 per cent. The 
French say that, as long as leadership of 
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nationalist forces is in Communist han 
they cannot negotiate. 

The trouble is, however, that the drain 
of war in Indo-China is growing mop 
burdensome for France. 

Before the war, an annual total 
3,995,000 tons of exports went fron 
Indo-China. Last year the total was les 
than 220,000 tons—a decline of mor 
than 90 per cent. 

Cost in trade of the present situatin 
is shown by the decline in exports of raw 
materials and food from Indo-China. 

Rice once supplied Indo-China with jt 
principal income. Exports of 1,500.00 
tons annually provided foreign exchange 
and helped to feed the Orient. Export 
in the last year fell to 90,000 tons, For 
the year ahead they may be raised tp 
200,000 tons. 

Corn exports averaged 500,000 tons 
before the war. They now are running 
at about 25,000 tons. Great areas of rice 
and corn land are occupied by the Viet. 
namese. 

Rubber plantations often have bea 
destroyed. In the north, workers some. 

times have fled rubber area 
either through fear of, or in 
order to support, the national. 
ists. Rubber shipments have 
fallen from 60,000 tons a year 
40,000 tons. Indo-China 
normally ranks fourth in world 
production of rubber. 

Coal exports, more tha 
1,500,000 tons in a prewar 
year, have dropped below 
40,000 tons. 

Other products in decline 
are tin, phosphates, iron ore, 
zinc and tungsten. 

It is against this back 
ground of declining produc 
tion and trade that the Frenc: 
must calculate their nett 
move. French leaders would 
like to be able to set up 4 
government of Indo-China 
which native leaders would 
participate, but in whic 
France would hold real cor 
trol. The trend of events sug 
gests that a settlement of this 
kind cannot now be made. 

Sooner or later, France ’ 
expected to be forced to ne 
gotiate with the nationalist 
groups. The war, at this time § 
is not going in a way favor 
able to France. 


HAINAN 
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PERFORMANCE WITH A (45-HORSEPOWER KICK 
«ein the new Ford Bonus Bullt BIG JOBS! 


When a fellow tromps his foot 
down on the gas pedal, he 
wants his power, fast! 


And if he’s pulling a full box 
behind him, he wants lots of 
power, but quick! 


That’s why it’s so satisfying 
to pour the juice to one of the 
new Ford Bonus Built BIG 
JOBS. They’re busting-full of 
power! They’ve got a 145- 
horsepower kick! 





In the Ford BIG JOB class, 
no other truck offers so many 
horsepower! And 145-horse- 
power is big-time power 


because the BIG JOB is strictly 
heavyweight class. Gross 
vehicle weight ratings are up 
to 21,500 pounds; gross train 
weights range to 39,000 
pounds on semic-trailers. 


Drop in on your Ford Dealer 
today! Get your head under the 
hood, of a BIG JOB. Introduce 
yourself to as potent a 337 
cubic inches of power plant as 





ever propelled a truck down 
the highway. 


There’s power for heavy 
going. There’s power in reserve 
to take the strain out of ordi- 
nary work. Less strain means 
longer truck life. And that’s 
where Ford Bonus Built Trucks 
shine. They last longer. Life 
insurance experts prove and 
certify, Ford Trucks last longer! 


Webster 






















1T & T COMMUNICATIONS 


I T & T is the largest American system of 
international communications. It includes 
telephone networks in many countries, 
47,000 miles of submarine cable, 6,600 miles 
of land-line connections, over 60 interna- 
tional radio-telegraph circuits and more than 
50 international radiotelephone circuits. 
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AMERICA’S INVISIBLE EX PO RT is know-how. It is helping 


to rebuild industry all over the world. It creates eventual 


yr / INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 









new markets for American goods and services because it raises standards 
of living wherever it goes. I T & T has been rendering an overseas technical 
advisory service for more than 28 years. Backed by our world-wide system of 
communications ...implemented by our 31 plants in 22 countries... 
this invaluable reservoir of experience in the field of telecommunications 


is available to governments and private enterprises throughout the world. 





67 Broad Street, New York 4, N.Y. 


U.S. Manufacturing Subsidiaru — Federal Telephone and Radio Corporation 


1T &T DEVELOPMENT AND MANUFACTURING 


Associates of I T & T maintain electronic 
laboratories in the United States. England 
and France, and operate 31 manufacturing 
plants in 22 countries which are contribut- 
ing immeasurably to the rehabilitation and 
expansion of commuuication facilities in & 
war-torn world. 
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LONDON. ... BELGRADE....TEL AVIV....SINGAPORE...- 





Practical question bothering Europeans is this: What's the lowest price 
Premier Stalin of Russia will settle for? Just how expensive is peace to be? 
Mr. Stalin's asking price is no mystery. He has been very frank about it. 
Control of all Germany is the big item, though not phrased just that way. 
Soviet veto over Ruhr is almost as important. It's a standard claim. 
Output of Western Germany, up to $10,000,000,000, is usually demanded. 
Cancellation of ERP, end of Marshall Plan, is part of the asking price. 
U.S. withdrawal from Europe can be put down as one of the bigger items. 
Freedom for Communists everywhere outside Soviet sphere is in the list. 




















>> These are the major items that go to make up Mr. Stalin's asking price. 

Obviously, the price is much higher than the West will pay. If any such price 
turns out to be rock-bottom basis of Stalin offer, then all deals are off, all 
hope of eventual peace washed out. Then it's time to get ready for war. 

But asking prices are rarely final, in diplomacy or in horse trading. It's 
to be expected that Premier Stalin has a somewhat lower price in mind. Some 
hint of that lower price, some vague indication, is really the reason for the 
secret meetings with Mr. Stalin in Moscow. Otherwise, the meetings are pointless. 


>> There are these facts to keep in mind, in figuring Mr. Stalin's price: 

Demands on West, listed above, all involve Western territory, concessions 
by Western allies. All these demands are outside Soviet sphere, beyond the 
power of Soviet arms or agents to obtain easily. West is to do the giving. Rus- 
sia surrenders nothing she now has. So Soviet "concessions" can be expected. 

Russian survival, as a matter of fact, doesn't hinge on Mr. Stalin's get- 
ting everything he asks for. Russia probably could get along fairly well if she 
got none of her asking price, or a small fraction of it. It's just that Soviet 
policy calls for that price. But Russia can wait. And policy can change. 

Size of Soviet demands, moreover, is deliberately huge. Mr. Stalin is ac- 
customed to asking for all outdoors. It's a sort of old-Russian custom. 

True, this habit of asking for the moon is a little hard for Westerners to 
get used to, but it does have one advantage in the present situation. With each 
demand so large, each taking in so much territory, there's room for bargaining. 

That is some consolation, at any rate, for a nervous world. 











?>Mr. Stalin's bottom price is to differ remarkably from his asking price. 
Lowest price he'll take, when the chips are down, is likely to look like this: 
On Germany: Russians will settle for a good deal short of complete control. 
Russians will give up next to nothing in Berlin, give up nothing at all in East 
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WORLDGRAM-- (Continued) 


Germany, but accept a token payment in lieu of what they want in West Germany. 
Token payment can be postponement of full-fledged German Government in Western 
half of Germany, fresh promise to unify Germany, resumption of reparations. 

On Ruhr: Soviet will take any toe hold it can get, even a very unsure one, 
in order to have some say in what goes on there. But it does want a voice. 

On reparations: Figure Mr. Stalin will settle for will certainly be less 
than $10,000,000,000, might be nearer $7,000,000,000, might also be determined 
by some basis other than a share of current production. There's room to deal. 

On Marshall Plan: Moscow expects no real concession here, will probably be 
Satisfied if East-West trade develops, letting East share West's capital goods. 

Similarly, while Russia is worried by a U.S. deep in Europe, it probably 
expects no clear-cut withdrawal, will settle for reduction of occupation forces, 

The Stalin showdown price, in short, won't be up in stratosphere with his 
asking price. Final price may not mean peace, but it doesn't mean war, either, 








>> Elsewhere, Mr. Stalin is not offering reduced rates for peace. 

No concessions are to be offered to West on anything inside Soviet sphere, 

No relaxation of Russian watchfulness is to be expected in the Middle East. 

No letup in the Communist drive for Asia need be looked for. 

There's no point, as the Russians see it, in compromising where you don't 
actually have to, no point in relaxing where the opposition is weak. 

Dispute over Danube is one case in point. Most of river is within Russian 
sphere. Russia rules the roost there, has the power, West hasn't. If Russians 
say Danube is their river, there really isn't much West can do, short of war. 
West can argue, protest, appeal to reason, to treaties, all to no avail. 

Advance into Asia of Soviet influence finds the opposition weak there. 
Situation calls for going ahead, without regard to peace talks in Europe. 














>> Western powers, on their part, seem unable to get things right side up in 
Asia. All of them--Dutch, French, British, Americans--are in trouble. 
Americans have their hands full in China, not to mention Japan. It's trouble 
with labor in Japan, and a continuing uncertainty over U.S. policy in China. No 
one expects present aid program to do much good; few are sure what to do. 
British are fighting a war in Malaya, against Communist guerrillas, are also 
worried about Communist threats in Burma. Big investments, exports are at Stake. 
Dutch can't seem to come to terms with the natives in the East Indies. 
French admit privately that their situation in Indo-China is going from bad 
to worse. Communist-led nationalists, after two years of war, seem to be gaining. 
Result, throughout much of Asia, is to deprive world of raw materials needed 
for recovery, to deprive Europe of dollar-earning commodities, and to provide 
Communists with some golden opportunities, all of which they are seizing. 


>> In Palestine, on the other hand, the trend is more hopeful. 
Compromise, peace of some sort, seems to be getting nearer. 
Fact is, Arabs ran out of ammunition some time ago when British cut off 
Supplies. Now 300,000 Arab refugees from Israel hamper Arab military moves. 
U.S. and Britain are keeping a united front on the main issues in Pales- 
tine now. That improves chances for peace, but wins no bouquets from belligerents. 
Only gainer, in affection of either belligerent, seems to be Russia. By 
flying guns from Czechoslovakia to Israel, Russia has won loud applause from Israel. 
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Drivers Everywhere Say... 


YOU CAN’T BEAT 
' | CHEVROLET TRUCKS! 


New Advance-Design 
Trucks Are Better 
, from Every Angle! 




















Se 
- 
G 
1 Styling Brother, it sure Cab Look at it any way 
, looks good for business ... from you like, you can't top the 
” every angle! Look at this pick- cab that “breathes’* for 
up—streamlined from headlight comfort! Fresh, clean, cool air 
to tail light. Advance-Design is drawn in and used air 
makes the difference! forced out! Air is heated in 
cold weather. The cab’s Flexi- 
Mounted, too— 
cushioned on 
rubber—with a 
fully- adjustable 
seat and all-round 
. visibility with rear 
Fedunes Here are finer corner windows!* 
lo features from every stand- 
point . . . Synchro-Mesh 4- 
speed transmissions - Hypoid 
- rear axles with splined axle 
' . hub connection - Improved & 
Valve-in-Head engine + Uni- 
weld, all-steel cab construction 
d : Super-strength frames 
° Heavier springs - Specially- 
a designed brakes - MANY 
MORE, including steering col- 
umn gearshift control and 
foot-operated parking brake 
on 3-speed transmission models! 
Choose Chevrole Trucks 
fee /ranyooiilion Unlimited! *Fresh air heating and ventilating system and 
, rear-corner windows optional at extra cost. 
Prices Here’s an angle 
that really counts! Chevrolet CH EVROLET Ch 6c 
trucks are the lowest-price —and OMLY a 
! trucks in the volume field! . . . 





See them at your dealer's. iS SRST: 
S 
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CHEVROLET MOTOR DIVISION, General Motors Corporation, DETROIT 2, MICHIGAN 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.”’ 

GEORGE WASHINGTON 


(These two pages present each week the opinion of The Editor, the x 
other members of the staff, who repert, interpret, and forecast ngj, 








Many years ago a great liberal—President Wilson— 
urged that the affairs of government be conducted 
with “pitiless publicity.” 

If ever there was an extreme example of “pitiless 
publicity,” it was furnished last week by congressional 
committees investigating Communist activity in the 
United States. 

Unquestionably, the innocent suffered with the 
guilty as testimony was given casting doubt on the 
loyalty of certain persons in the government service. 

Unquestionably, also, the indiscriminate mention of 
names in the telling of a circumstantial story did un- 
told harm to some of the individuals affected. 

But unquestionably, too, where there’s smoke, 
there’s fire. The principal blame for the tendency of 
congressional committees to use harsh methods to 
bring out the facts lies upon those officials in respon- 
sible positions who have failed to be thorough and 
efficient in the behind-the-scenes check-up and 
inquiries. 

It is tragic that certain persons were permitted by 
the Roosevelt and Truman administrations to remain 
in the government when there was grave doubt as to 
their tact or discretion, if not their loyalty, in handling 
important information. 

It is tragic, also, that President Truman has pub- 
licly denied to congressional committees access to all 
the files with reference to the loyalty checks made 
inside government agencies. Even in the face of last 
week’s revelations, he reiterated his policy of con- 
tinued suppression of loyalty records. 

The people’s business: Why should anything of 
this sort be hidden? The government of the United 
States is not a private business. It is the people’s 
business. 

But, it is argued in rebuttal, congressional com- 
mittees will misuse the information and smear in- 
nocent persons. 

The answer to this lies in further publicity. The 
American people will make short shrift of public serv- 
ants who abuse their powers. No member of Congress 
would venture for long to harass innocent persons 
without arousing a vigorous defense from other mem- 


‘PITILESS PUBLICITY’ 


BY DAVID LAWRENCE 


———_ 


bers of Congress, irrespective of party. This is ap 
ample safeguard against extremism. 
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The chief reason why the congressional committees 
sometimes wander afield and seek to piece together 
fragments of information is because the basic evidence 
is denied them. 

Protection by suppression: It will come as a sur- 
prise to most citizens to learn that the Federal 
Bureau of Investigation is forbidden to disclose any- 
thing to a congressional committee without the con. 
sent of the Attorney General, and that means the 
President. 

This permits a President to suppress the truth about 





his subordinates and to protect them from public 
criticism. This, moreover, creates suspicion and starts 
congressional committees on fishing expeditions here 
and there to find out what is really happening behind 
the “iron curtain” of executive protection. 

The way out is a simple one. Let all the information 
be disclosed in secret to a congressional committee. Let 
the committee have not a portion of the truth but all 
the truth. If then a congressional committee allows its 
hearings to be used to assassinate anybody’s character, 
the public will visit reproach on any such members 
and so will the other members of Congress. 

President Truman says that the New York grand 
jury had all the information which was given last week 
to congressional committees through the confessions 
of former Communists and that the grand jury “found 
this information insufficient to justify an indictment 
of the federal employees involved.” 

But what are the facts about federal grand jury 
procedure? The Department of Justice directs the ac- 
tion of its subordinate attorneys. Juries customarily 
indict or fail to indict according to recommendations 
from federal attorneys. News dispatches give Depatt- 
ment of Justice informants as authority for the com- 
ment that it was not felt the persons accused before 
the New York jury could have been convicted because 
there was no proof any information had actually been 
transmitted to a foreign government. 

This sounds like an evasive technicality. Certainly 
if it becomes necessary to produce every link in the 
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of U.S. News & World Report are written in their entirety by the 
international news irrespective of the editorial views expressed here.) 


“lt wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 









Fyll disclosure of the facts permits public opinion to operate both to protect 
the innocent and punish the guilty—Undue solicitude shown in prosecutions 
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on disloyalty charges—Suppression of records creates suspicions. 


chain, there would never be any indictments on strong 
cases built on circumstantial evidence. 

One looks back at the many indictments on a crim- 
inal basis filed by the Democratic Administration un- 
der the anti-trust laws—hardly any of which, inci- 
dentally, has resulted in a criminal conviction in court 
_and one wonders why the Department of Justice 
hesitates now when it never hesitated too much before. 
Where “economic royalists” are concerned, the Demo- 
cratic Administration evidently seems not at all so- 
licitous about the smearing done to such men when 
indicted. The damage to family reputation by such 
tactics appears never to have worried the Administra- 
tion very much. Only where some alleged “fellow trav- 
ders” are concerned does there seem to be consider- 
able sensitivity and solicitude. Only a dozen or so 
indictments against them have been issued. 

Suspicions in Congress: Naturally this breeds 
suspicion in Congress. Naturally the Republicans are 
not going to trust a Democratic Administration which, 
in the face of protests fiom the Navy intelligence bu- 
teau, kept persons on the pay roll and in important 
jobs. Conceding that one of the prominent individuals 


| mentioned, for example, was not in any way disloyal, 


conceding also that he had no knowledge that the in- 
formation he gave was going to an agent of a foreign 
government, does it seem right that a major depart- 
ment of our government thereafter should give him an 
important post with responsibility for certain trade 
lations with Soviet. Russia when the Navy had cast 


F doubt on his discretion? 


There is much to explain. That’s why the congres- 
sional committees are investigating. It will be said 
that this is politics, but only a week or so ago we were 
being told that the playing of politics often coincides 
with the best interests of the government—and that 


; this was why Mr. Truman called a special session of 


Congress in the midst of a national political campaign. 
It is conceivable, of course, that existing laws relat- 
ing to disloyalty are loosely worded and cannot be ap- 
plied effectively to convict all the persons who ought 
to be punished. If this is so, the present congressional 
investigation should have been welcomed by the Pres- 


ident. Instead, he says that “the public hearings now 
under way are serving no useful purpose.” 

Isn’t that a rather sweeping statement in view of 
what the American people have been reading about 
the strange behavior of public officials in repeatedly 
meeting self-confessed spies in clandestine places? 

American public opinion is completely hostile to 
Communists inside or outside the government. It 
wants them chased out of the halls of government and 
off the payrolls. It wants them chased out of this coun- 
try if they believe in overthrow of our government by 
force. 


A political belief or treason? It has been said 
that Communism is merely a political belief and that 
men and women should not be required to suffer for 
their beliefs. That is true, so far as it goes, but where 
a political belief can be linked with a party seeking to 
overthrow our institutions by force of arms, then the 
“political belief” excuse doesn’t hold. Treason is a 
crime and so is rebellion. 

But, it is contended, many so-called “parlor pinks” 
are truly loyal Americans. Many of them, it is said 
in extenuation, have been misled or duped. Conceding 
that this is true, why should anyone holding any be- 
lief on any subject be ashamed to tell a committee of 
Congress or the public what he believes? If it’s only 
a political belief, why can’t it be avowed? 

It is further argued that America should have pro- 
ceeded as Canada did—with a Royal Commission that 
first investigated in secret and then prosecuted. But 
such a Commission in Canada derives its authority 
from and is responsible to a parliamentary government 
in which both the executive and legislative branches 
are merged into one entity. Neither the Department of 
Justice attorneys nor the Federal Bureau of Investiga- 
tion have been allowed by the President to take con- 
gressional committees into their confidence despite 
repeated attempts by those committees to go over the 
evidence in secret before any hearings were held. 

“Pitiless publicity” is distasteful, but the only way 
to try cases that are kept out of grand juries and the 
courts through political influence is to try them in the 
court of public opinion. 
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New Moves to Halt Inflation? Conflict in Federal Reserve Board 
Between Mr. McCabe and Mr. Eccles Over Methods and Powers 


The Federal Reserve Board is seeking 
to regain some of its power over the na- 
tion’s economy. This Board, created origi- 
nally as a “supreme court of finance” and 
charged with preventing major depres- 
sions and tempering booms, wants to get 
means to deal with the present boom. 
But there is disagreement over what 
ought to be done—disagreement within 
the Board, disagreement between some 
Board members and the Truman Admin- 
istration, and disagreement with Con- 
gress. 

These differences of opinion call par- 
ticular attention to two of the Board’s 
top men. 
> Thomas B. McCabe, Mr. Truman’s 
appointee as Board Chairman, is a con- 
servatively inclined industrialist and 
banker who leans to moderate, orthodox 
action. He advocates no action that might 
seriously upset the boom. 
> Marriner S. Eccles, a stormy figure of 
the New Deal, demoted from Chairman 
last February, fears that a “bust” lies 
ahead anyway, but advocates more au- 
thority to soften its impact. 

Congress is willing to give these men 
and the five others who make up the 
Board a narrow increase in their powers. 
The reason for this caution involves not 
only economics, but presidential-year 
politics, the inside story of the McCabe- 
Eccles dispute and a running feud be- 
tween Mr. Eccles and Treasury Secretary 
John W. Snyder. The whole issue involves 
the personalities and predilections of the 
seven men who make up the Board. 

The fact is that, as an agency for 
preventing depression or boom, the 
Board now has only limited powers. It 
has three weapons at its disposal—dis- 
count rates, reserve requirements, open- 
market operations. 

Discount rates are the interest charges 
Federal Reserve Banks make when mem- 
ber banks borrow money to increase their 
reserves. Ordinarily, higher rates dis- 
suade banks from borrowing money so 
that they may increase their own loans. 
But today commercial banks are so well 
supplied with Government securities that 
they do not need to borrow from the 
Federal Reserve to expand their own 
loans. They can sell securities. 

Reserve requirements are the depos- 
its that Federal Reserve Banks require 
member banks to keep as security for 
deposits in commercial banks. These re- 
quirements now are close to their legal 
limit and Congress appears unwilling to 
raise that limit to the extent that Fed- 
eral Reserve officials think is necessary. 
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Open-market operations permit the 
Federal Reserve Board to buy and sell 
Government securities. When securities 
are purchased, bank reserves and bank 
deposits expand, credit is eased. When 
securities are sold, reserves and deposits 
are reduced, credit is tightened. 

The Board is prevented from using 
this power, however, because of an obli- 
gation to support the price of Govern- 
ment bonds at par, so that the Treasury 
won't have to pay more than 2% per cent 


pay 7 per cent to get funds to reloan ty 
customers. Banks began to call outstang. 
ing loans, made at lower rates, The 
Board also withdrew support from the 
bond market and Liberty Bonds fell way 
below par. A chain reaction started that 
ended in an abrupt deflation. Some peo. 
ple think the Board waited too long be. 
fore acting, and then acted too drastically. 

In 1929, similar tactics were adopted, 
The Board issued a warning in February 
against excessive use of bank credit for 


FRB CHAIRMAN McCABE 
. .. not too much centralization of power 


interest on the public debt..The Board 
also fears that to withdraw support from 
Government bonds might raise hob with 
the entire bond market and impair the 
capital values of banks, insurance com- 
panies and other holders of Government 
securities. 

So Mr. McCabe and Mr. Eccles are 
forced to sit by impotently as the boom 
runs on. They can’t sell Government se- 
curities so as to tighten credit and raise 
interest rates; they can’t increase reserve 
requirements, and to raise the discount 
rate would be almost meaningless. 

The history of the Board shows the 
difficulty in exercising these powers even 
when they packed a punch. 

In 1920, with inflation rife, the Board 
increased the discount rate sharply to 7 
per cent. That meant that banks had to 


stock-market trading. That slowed things 
for a time, but the market picked up 
again in early summer. In August the 
discount rate was boosted to 6 per ceil 
In October came the crash. Again support 
was withdrawn from the bond market and 
again bonds dropped in price. 

Many students of finance say the situe 
tion in 1929 was beyond control anyway. 
The speculative urge was fed by billiows 
of dollars from surplus corporate funds 
as well as by funds from banks. 

In 1937, Mr. Eccles, himself, was 
Chairman of the Board. Fearing that the 
basis of an inflationary situation was be 
ing laid, the Board ordered reserve It 
quirements increased to the limit. The 
Board explained that the move was & 
tirely precautionary, that it had no @ 
tention of reversing the easy-money pouty 
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if the depression era. But business ac- 
tivity quickly declined and irate Con- 
nessmen spent months investigating the 
cause, without conclusive result. 

Such has been the Board’s history in 
yeiods of crisis. Between times, the 
Board has used its powers over discounts, 
reserves and bond prices to keep things as 
table as possible and to make it easier 
for the Treasury to borrow. 

In the light of this record, what do 
Mr. McCabe and Mr. Eccles propose? 

Mr. Eccles wants to raise reserve re- 
quirements, but he wants to raise them 
toa point far higher than Congress will 
pemit. He also is bluntly critical of Mr. 
lruman’s anti-inflation program and ad- 
\oeates curbs on mortgage lending and 
public spending as well as tighter con- 
trols over credit. 

As long ago as last autumn, Mr. Eccles 


wanted authority to require banks to set 
aside “special reserves” that they could 
not use as a basis for loans. He repeated 
that suggestion for inclusion in Mr. Tru- 
man’s message to Congress, but was ig- 
nored. Mr. Snyder and much of the bank- 
ing fraternity objected. 

In late January, Mr. Eccles was told 
by the President that he would not be 
reappointed as Chairman of the Board, 
a post he had held since 1934, although 
his term as a Board member continues. 
The factor that apparently finished him 
with Mr. Truman was a fear by the Presi- 
dent, by Mr. Snyder and by bankers gen- 
erally that he might strike out at any 
time on some independent line of action. 

Mr. McCabe then took office. Little 
was heard of the “special reserves” plan. 
Mr. McCabe, relaxed and informal, has 
been called a “banker’s banker.” He 


worked in his father’s small Delaware 
bank as a youth, studied banking at 
Swarthmore and then in 11 years climbed 
to the presidency of the Scott Paper Co. 
In 1939 he became Chairman of the 
Board of the Federal. Reserve Bank of 
Philadelphia. He agrees with other bank- 
ers in their contention that Mr. Eccles 
has gone too far in centralizing power 
over the Reserve Banks in Washington. 

When the special session opened last 
month, Chairman Charles W. Tobey of 
the Senate Banking Committee wanted 
top-level testimony on the inflation and 
methods of curing it. He had some dif_fi- 
culty in getting witnesses. Mr. Snyder 
did not want to testify until after Mr. 
McCabe had spoken. Mr. McCabe said 
he couldn't appear until the following 
week. But Mr. Eccles took the stand “as 
a private citizen,” not as a spokesman for 
the Board. Mr. McCabe and Mr. Snyder 
quickly changed plans and followed him. 

All three agree, anyway, that taxes 
should be kept high, that there should be 
no deficit financing, and that the wartime 
Regulation W, restricting consumer cred- 
it, should be restored. 

Other members of the Board are most- 
ly men who are ready to back Mr. Eccles: 

M. S. Szymezak is a Board veteran 
with New Deal leanings who specializes 
in foreign finance and was loaned to the 
Bureau of Economic Warfare during the 
war. 

Lawrence Clayton is an old employe 
of the Eccles banking organization. From 
1934 to 1945, he was Mr. Eccles’s as- 
sistant on the Board. He left to operate a 
securities business and returned eaily 
last year as a Board member. 

Rudolph M. Evans is a New Dealer 
who went into the Agriculture Depart- 
ment with Henry Wallace. An Iowa-born 
farmer, he is agriculture’s representative 
on the Board. 

Ernest G. Draper, a New Deal Assist- 
ant Secretary of Commerce, is the Board’s 
expert in the field of labor relations. 

James K. Vardaman, Jr., is a St. 
Louis crony of President Truman, ready 
to back the Administration and Mr. Mc- 
Cabe at any time. 

New powers recommended for these 
men are scant. Politically no President is 
















eager to build up the Board’s authority, 
because it is independent and cannot 


always be controlled. Mr. Truman and 
his advisers hardly want to see a painful 


deflation set in before election day. 


The Board will continue as an indis- 











y billions pensable instrument in the day-to-day 
ite mechanisms of banking, in helping Treas- 
ury financing, and as a statistical center 
self, was } to which bankers and businessmen turn 
- that the | for information. But in the light of history 
. was be j and of special circumstances in the pres- 
serve Ie . me f ent situation, economists think the Board 
mit. : } & will have no substantial success in arrest- 
was él —Harris & Ewing ing the present boom or, if it comes, the 
dno TREASURY SECRETARY SNYDER collapse. Their powers are considered in- 
yey policy . «. Not too much tinkering with bank reserves sufficient. 
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PRESSURE FOR STIFFER CREDIT 


Tighter controls on lending are 
urged to keep boom in hand. 

Credit problem breaks down 
into a number of problems. 

Installment loans are at an all- 
time high point, but farm mort- 
gages and loans to buy securities 
disclose no inflation. 

Greatest expansion has come 
in home mortgages, but Congress 
has no desire to tighten up on 
ioans to finance home sales. 


The use of borrowed money is be- 
ginning to be attacked: as the major 
problem of continuing inflation. Lend- 
ing, extension of credit, will gradually 
come under more control in this year 
and next, as the Government tries to 
check the boom. 

Actually, the effort at boom control, 
in 1948 at least, is not to be a very vigor- 
ous one. There i¢ ‘(ficial fear that too 
much effort at trol might lead to 
another 1920-21, J another 1937-38, 
type of setback. But it is credit that is to 
be affected by any inflation-control ef- 
forts that really are made. 

The inflation problem is a problem of 
too much money in relation to the avail- 
able supply of goods and services. Credit, 
or loans, represents part of the supply of 
money. By borrowing, individuals and 
industry add to the amount of money 
they have to spend on new cars, new 
buildings, new machinery and a multi- 
tude of other things. 

The credit problem, however, has 
not been clearly outlined, despite wide- 
spread discussion of what to do about it. 
That problem has many aspects. Some of 
them may present real problems. Others 
appear to present no problems at all. 

All types of credit have expanded in 
the last year, but, as the charts show, that 
expansion has been far from unitorn. 
Some forms of credit show large in- 
creases, some only a moderate expansion, 
and some none at all. 

Home mortgages have attracted more 
credit since before the war than any other 
type. Mortgage credit extended on one 
to four-family homes now stands at $32,- 
800,000,000, compared with $18,200,- 
000,000 in prewar 1939. In the last year, 
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home buyers added almost $3,000,000,- 
000 to net borrowings. 

Federal Reserve officials and others 
have warned against pumping inflationary 
credit into the housing industry, but Con- 
gress and the Administration are taking 
another view. Instead of trying to re- 
strict mortgage credit, Congress is easing 
the terms of mortgage lending. 

Farm mortgages, in contrast to home 
mortgages, are smaller than before the 
war. Farm-mortgage debt is officially esti- 
mated at $4,900,000,000. That is a $100,- 
000,000 increase over 1947, but is nearly 
$2,000,000,000 below prewar mortgages 
on U. S. farms. Farm-mortgage debt since 
the war, in fact, has been smaller than 
at any time since 1915. 

The farm credit situation appears to - 
contrast sharply with credit conditions 
that prevailed in other inflationary 
periods—1920-21, or 1929. In both earlier 
periods, farmers owed nearly twice as 
much on their land as they do now, 
when farm income is much higher. 

Installment credit has hit an all-time 
high point at $7,200,000,000. That marks 
an expansion of $2,300,000,000 in the 
last vear, $1,000,000,000 of which has 


(This article represents the result of gp 
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Inflation in Home Mortgages, Time Payments | *, 
T 
been added in the last six months. Instal}. 1924 
ment credit outstanding is 63.6 per cen —§ "™ 
larger now than before the war, ang ie 
more than double that of 1929. outs 
Expansion of installment credit is ey. 
plained by huge postwar sales of con. — 
sumer durable goods—automobiles, radios | ™™* 
refrigerators, washing machines—which Or 
are usually purchased through install. buy | 
ment payments. It would be even large; fF 4 
if materials were available for the pro- serve 
duction of more automobiles. most 
Congress favors some restrictions on A 
installment terms, but not enough to af. indie 
fect credit importantly. Installment-cred. inhor 
it expansion was almost as great during neith 
the period of postwar control as it has under 
been since controls lapsed. credit 
Business loans by banks are higher curity 
than a vear ago by some $3,000,000,000 E /oans 
among members of the Federal Reserve and d 
System, and are more than three times a lation 
high as in 1939. During the last six Gre 
months business loans have been reduced | %% 4 
by member banks by around $250,000, ff om 
000. That was a period when federal - § © whi 
nancial policies were squeezing bank —& "2 ™ 
credit by retiring public debt. tectins 
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ceed the $11,500,000,000 of 1929, but 
this is explained by the increasing volume 
of business transactions, plus the added 
cost of doing business at higher prices. 

loans on securities show a decline 
fom a year ago and only a modest in- 
crease over 1939. There has been no in- 
fation in this field of credit. Stock-mar- 
ket speculation does not appear to be a 
factor in the current boom. 

This condition contrasts sharply with 
1929. At that time, security loans by 
member banks approximated $10,000,- 
000,000—about four times the amount 
outstanding now for this purpose. More- 
over, a large portion of security loans are 
outstanding at this time to carry Govern- 
ment securities, involving little risk. 

One reason for the lack of borrowing to 
buy securities is the 75 per cent margin 
requirement enforced by the Federal Re- 
serve. That puts security transactions al- 
most on a cash basis. 

A breakdown of the credit problem 
indicates the major postwar expansion is 
inhome mortgages and installment credit, 
neither of which is to be curtailed much 
under present plans. Farm-mortgage 
credit is at a low level and loans for se- 
curity buying are negligible: Business 
loans show a shrinkage in recent months 
and do not appear to be excessive in re- 
lation to the current volume of activity. 

Credit conditions, on further analy- 
sis, disclose other differences from earlier 
booms. A major difference is the extent 
to which the Government has underwrit- 
ten many types of credit, thereby pro- 
tecting lenders against loss. 

Banks, for example, have their de- 
posits guaranteed up to $5,000 for each 
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depositor. Their holdings of Government 
securities far exceed the amount of loans 
outstanding and the value of Government 
securities is officially supported. These 
Government props may be able to pre- 
vent a sudden call of bank loans such as 
occurred when credit tightened in 1920- 
21 and in 1929. 

Mortgage credit also is heavily under- 
written by the Government. Federal 
guarantees apply on about a third of the 
home mortgages and a fourth of the 
farm mortgages. That’s a promise that 
the widespread foreclosures that accom- 
panied the end of earlier booms will not 
be repeated. 

Most unguaranteed mortgages also are 
made on a different basis than in the 
1920s. Today, regular mortgage pay- 
ments apply on principal as well as inter- 
est, so that part of the outstanding debt is 
paid off on each payment date. That sys- 
tem protects the value of the mortgage, 
even if real estate values decline. 

In earlier booms, no such props were 
present. When Federal Reserve Banks 
raised rediscount rates to 7 per cent in 
1920, that put an immediate strain on 
bank credit. Banks had to get new money 
from the Federal Reserve. Now, if they 
wish, they can get all the loanable money 
they need by selling Government securi- 
ties. In 1929, when the stock market col- 
lapsed, banks had $10,000,000,000 or 
more loaned against securities. That 
forced widespread calling of loans. 

A credit collapse like those that devel- 
oped in 1920-21 and 1929 is not feared 
now. What is feared is that continued ex- 
pansion of credit will put more pressure 
on prices and thus send the boom to more 











$6.8 


$4.8 .. $4.9 


1939 1947 1948 


dangerous heights. There are few signs 
that any vigorous measures to tighten 
credit are being prescribed. All that is be- 
ing proposed is a mild increase in bank- 
reserve requirements and modest tighten- 
ing of installment terms—a third down 
and 15 months to pay, instead of a fourth, 
or less, down, and two years to pay. 

What is intended, with credit con- 
trols now proposed, is this: 

Money will be less easy to borrow. 
Some prospective buyers of automobiles, 
refrigerators and other durable goods may 
find that they cannot afford the down 
payments to be required. Larger down 
payments and slightly higher interest 
charges might even be required on 
houses. Banks, forced to pledge more of 
their resources as reserves against de- 
posits, may become less eager to loan *: 
consumers or to business borrowers. 

Consumers, faced with costlier loans 
at a time when high prices are eatin: 
into current incomes, would be discour- 
aged from borrowing. 

Demand for goods then might slacken 
a bit. Output, however, is expected to 
continue as at present, close to capacity 
levels. Eventually, the supply of goods 
would equal demand at prevailing prices. 
Inflation then would balance out, perhaps 
at a higher price level. 

Such a development would provide an 
easy solution to the boom. The trouble 
is that no boom has yet been solved by 
such mild measures. Past experience has 
been that prices go on rising until some- 
thing trips them up—some sharp decline 
in demand. No proposals have yet been 
made that promise to prevent such an out- 
come for the present boom. © 
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A tight labor supply, growing 
tighter, is in sight for the months 
ahead. Jobs in industry and trade 
will be more plentiful and the 
draft will cut into civilian labor 


supply. 

Unemployment will drop be- 
low present low level. By mid- 
1949, total employment is ex- 
pected to reach 62,000,000. No 


serious man-power pinch is 
likely, however. 


Jobs for almost all who want to 
work are virtually assured for another 
year. Demand for civilian workers 
and military personnel will bring a 
tighter labor supply in the first half 
of 1949. 

Civilian jobs, as things look now, will 
exceed 60,000,000 in the first six months 
of 1949. This compares with 45,930,000 
such jobs in 1939 and 58,925,000 in the 
first half of 1948. Average for all of 1948 
is expected to be 59,387,000. 

Military services will require an av- 
erage of 1,700,000, by present planning. 
This will be a rise of 500,000 from the 
first half of 1948. 

All employment, civilian and mili- 
tary, will reach 62,000,000 in the first 
half of 1949. It now exceeds 61,000,000 
and is expected to average 60,720,000 
for 1948. Thus, the Government’s hoped- 
for goal of 60,000,000 postwar jobs is 
more than fulfilled. 

Unemployment, the bugaboo of the 
1930s, has all but disappeared. The num- 
ber of workers out of jobs will drop to 
about 1,500,000, compared with 2,079,- 
000 in the first six months of this year and 
9,300,000 in 1939. 

It was not long ago that 2,000,000 un- 
employed was considered a minimum 
below which the country could not go 
without throwing production machinery 
out of gear. This was supposed to allow 
for a normal number of workers shifting 
from job to job, plus a certain number of 
unemployable persons. But now unem- 
ployment is well below 2,000,000 and 
still dropping. 

Despite the trend toward a tighter 
labor supply, there should be enough 
workers to meet most demands. Materials, 
not labor, are to be the bottleneck that 
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TIGHTER SUPPLY OF WORKERS 


Outlook for 62,000,000 Employed in 1949 


Jobs for Civilians: 
The Rise Continues 


1949 
(1st. Half) 


1948 


1943 
(WAR PEAK) 


1939 





60,300,000 
59,387,000 


54,470,000 











45,930,000 


Basic data: BLS & Census Bureau 
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holds back production in the month 
ahead, Steel, of course, is the most jn. 
portant material in short supply. 

The labor supply will be increased }, 
return to the labor force of women, olde 
persons and others who ordinarily woul 
not work. Rising living costs are forcing 
many of these persons to find jobs. Othe; 
who normally would not work are 9. 
tracted by high wages. The military draf 
also will pull in some students wh 
would not normally be part of the labo; 
force until they had finished their ed. 
ucation. 

Demand for civilian labor will be cop. 
centrated in these fields: 

Manufacturing industries are «- 
pected to have jobs for 16,550,000 in the 
first half of 1949. This will be 350,00) 
more than the number of workers nov 
employed in factories. Before the war 
there were 10,078,000 in factory jobs 

The employment rise that is expected 
in factories next year will be centered ii 
durable-goods industries, but will include 
some non-durables. Principal rise will k 
in autos, railroad equipment, farm me 
chinery and other fields where demand 
for products still falls far short of being 
satisfied. 

Mining will need about 960,000 work 
ers in 1949, compared with 925,000 cur. 
rently employed. There were 845,00) 
workers in mining industries before the 
war. Production of minerals is expected to 
rise to 60 per cent above prewar output 
and stay there well into 1949. It nowis 
about 50 per cent above prewar. Cal 
mines are expected to continue to produce 
at capacity, and stockpiling needs wil 
boost demand for nonferrous metals. 

Construction now provides jobs fo 


2,070,000 workers. Little change is ef 


pected in this field in the first half o 


1949, if a present tendency toward i-§ 


creased output per man continues, This 
tendency became clear in the first hal 
of this year, when volume of construction 
increased 17.5 per cent over the first si 
months of the year before, but only 82 
per cent more workers were required. 
Transportation and _ public utilities 
will need an estimated 4,150,000 work 
ers in the first half of 1949, a slight i 
crease from the 4,052,000 now employee. 
There were 2,912,000 workers employed 
in these fields in 1939. ‘ 
Trade will supply jobs for 10,075,000 
in the first half of 1949, as things look 
now. This figure will be only slighth 
higher than the 9,750,000 workers em: 
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—Ewing Galloway 


LAUNDRY WORKERS 
... service industries will have trouble competing for workers 


ployed at present, but is considerably 
higher than the 6,705,000 of 1939. 

Finance and service industries will 
show little change next year. They now 
employ 6,425,000, against 4,610,000 be- 
fore the war. 

Service industries, where pay averages 
lower than in factories and some other 
felds, will have trouble competing for 
workers in a tighter labor supply. Recent 
trends suggest that a leveling off of serv- 
ice-industry employment already is taking 
place. 

Government will continue to provide 
obs for large numbers of people, despite 
continuing talk of economy. Federal, 
State and local governments now employ 
5,760,000 civilian workers, against 3,897,- 
000 in 1939. Most of the increase is in 
federal jobs. Further gains in federal 
employment in the first half of 1949 are 
indicated, as the result of increased mili- 
tary and foreign-aid programs. 

State and local governments also are 
expected to add more workers. The result 
should be to raise the over-all total of all 
government employment about 400,000 
higher in the first half of 1949 than it 
was in the first half of this year. 

Farm employment may show a slight 
temporary rise in the first half of 1949 


| over the same period of 1948, but no 


general back-to-the-farm movement is 
likely to take place until well-paying fac- 
tory jobs in the city become hard to find. 
The long-term trend in farm employment 
still is downward. 

Increased use of power machinery has 
had a great deal to do with reducing the 
number of farm jobs since 1939. In that 
year, there were 9,600,000 workers on 
ams. Now there are about 8,000,000. 
This decline has occurred during a period 
when agricultural production has in- 
treased about 25 per cent. 

Higher wage demands almost 
‘wely will follow tightening of the labor 
upply in 1949. Fourth-round demands, 
owever, probably will be resisted more 
y employers next year than demands 
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were in 1948. Also, it will be summer of 
1949 before most wage contracts expire, 
so that the annual squabble over wages 
will not come as early as it did this year, 
when most big contracts expired in the 
spring. Third-round increases are pretty 
well disposed of, except for railroads and 
one or two other industries. 


TREND OF UNIONS 
TO TRUMAN SIDE 


Harry Truman, not Thomas Dewey or 
Henry Wallace, now seems assured of the 
support of most big labor unions in the 
coming campaign. That support general- 
ly will be rather lukewarm. It will not in- 
volve an all-out effort because prolabor 
congressional candidates will get first 


—Acme 
AFL’'S GREEN 
For Truman: praise... 


call on labor’s time and campaign money. 

It carries with it, however, a preference 
for Democratic policies over the promises 
of the Republican and Progressive can- 
didates. 

Any hope that Republicans might 
benefit to any great extent from labor's 
lack of enthusiasm for Mr. Truman dis- 
appeared when Republican leaders in 
Congress rejected the President’s pro- 
gram for controlling prices. This pro- 
gram followed the labor line. It served 
to win back for Mr. Truman some of 
the labor support that had threatened 
to slip away. 

The AFL, the CIO, the railroad broth- 
erhoods and some of the other big labor 
groups are busy collecting campaign 
funds from individual members. Their 
plan still is to spend most of that money 
in trying to elect friendly members of 
Congress. As of now, they are willing to 
concede that Mr. Dewey will be hard to 
stop. But in Mr. Truman’s anti-inflation 
program they have found a common 
cause around which to rally. Further- 
more, the Democratic platform calls for 
repeal of the Taft-Hartley Act, which 
labor spokesmen insist is vicious, anti- 
union legislation. 

While none of the big labor groups has 
announced endorsement of Mr. Truman 
as yet, there are plenty of signs that they 
will do so soon. President William Green 
of the AFL in a recent speech left little 
doubt of how he feels. His attitude can 
be expected to be reflected before long 
in a pro-Truman statement by AFL’s new 
political organization—Labor’s Leagué for 
Political Education. The CIO’s Political 
Action Committee already is heaping de- 
nunciation on Republicans in Congress 
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This is the story of a briefcase with a 
new combination lock. In fact, it is the 
story of a growing line of leather goods 
bearing the lock. The people who carry 
that luggage probably are conscious of 
nothing except that it looks very well 
indeed, and that the combination lock is 
new in design, easy to operate, and en- 
tirely reliable. What more should they 
ask? 

But there is an inside story that they 
would never dream of. They would never 
think that there is any connection be- 
tween a compact car- 
ried by the ladies, 
and a lock on a brief- 
case carried by the 
men. But there actu- 
ally is. You see, the 
leather goods com- 
pany wanted that lock 
to be as near perfect 
as possible. Like any- 
body with a new idea, 
it was fussy about 
reaching for perfection. So it went toa 
manufacturing jeweler to have the lock 
made. The idea was that such a company 
certainly could make the lock with the 
necessary beauty. precision and economy. 
It was an excellent idea, though some- 
what unorthodox from the viewpoint of 
those who think only in terms of what 
is called “normal channels of trade.” It 
is a pleasure to report that the asso- 
ciation has proved to be extremely suc- 
cessful. 


Revere entered this picture because 





the jewelry maker is an old customer for 
some of Revere’s finest metals. Specifi- 
cations for the lock included the use of 
solid brass for both exposed and operat- 
ing parts for which beauty, reliability and 
corrosion-resistance are required. Die 
castings and also steel are used in their 
appropriate places, thus again demon- 
strating that there is no one metal suit- 
able for every use, but that each metal 
has its proper field. Incidentally, solid 
brass is not only used in the lock, but 
also in the handle posts. 

This case of the 
combination lock in- 
terests Revere not 
only because it uses 
Revere brass for qual- 
ity, but because it 
represents a lot of 
imagination in select- 
ing a fabricator. If 
a jewelry firm can 
make locks, perhaps 
a coppersmith could 
make earrings, and diversification would 
add to the security and profits of both. 
Imagination is a precious thing. Some 
people consider it the most important 
factor in business. Revere thinks it has 
some imagination, as have all good sup- 
pliers to business. Whatever it is you 
make, Revere suggests you ask your 
suppliers to do a little thinking with you 
and for you. After all, every bill you pay, 
as well as every one you send out, in- 
cludes an inevitable charge for brains, 


know-how, imagination. 


REVERE COPPER ano BRASS INCORPORATED 
Founded by Paul Revere in 1801 
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Executive Offices: 
230 Park Avenue, New York 17, N. ¥; 
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and hinting broadly that Mr. Truman j 
their man. 

Endorsement of Mr. Truman is show. 
ing up, however, in the actions 9 
small unions, At least three such groups 
already have announced thei: support 
of the President. They are the AFL Up. 
holsterers, the AFL Laundry Workex 
and the unaffiliated Communications 
Workers of America. Others are expected 
to follow before long. 

Mr. Green’s praise of Mr. Truman wa 
voiced in a recent speech in which he 
said: “In straightforward and restrained 
fashion, the President presented to th 
Congress the urgent need for immediat 
action to halt runaway inflation, to speed 
up the construction of millions of low. 
cost homes and to enact a list of vital 
economic and social reforms—including 
I am glad to emphasize—immediate te. 
peal of the obnoxious Taft-Hartley Act,” 

CIO’s President Philip Murray has 
withheld endorsement of Mr. Truman up 
to now, but leaves little doubt that in th 
end he will support him. His opposition 
to both Mr. Dewey and Mr. Wallace is 
well known, and he is pulling no punches 
in assailing the record of the Republican. 
dominated 80th Congress. 

There is at least one big labor leader, 
however, who is not being swayed by Mr. 
Truman’s stand on current issues. John L. 
Lewis wants no return to price and wage 
controls, as advocated by the President, 
and he is unimpressed by Mr. Truman’ 
attitude toward repeal of the Taft-Hart- 
ley Act. The Lewis view is set forth in 
a recent issue of the United Mine Work- 
ers Journal as follows: 

“President Truman executed no prac- 
tical political pressure, solicited no Sen- 
ate votes, or otherwise exhibited any 
spirited action to have the Senate sustain 
his veto of the Taft-Hartley Act. Even 
on this oceasion . . . . he has relegated 
the repeal of the NAM-Taft-Hartley Act 
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prices, and says that the “people wh 
experienced the incompetence of the A¢- 
ministration to fix prices and equitabl 
control wages and ration food and police 
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Ye’ve Been Asked): 


ABOUT SUPPORT OF FARM PRICES 


The decline in the prices of grains, 
witon and some other farm products is 
nising again the question of Govern- 
neat support for farm prices. 

In the year ahead, the Government is 

ted to provide millions of dollars 
to peg the price of wheat. Loans on corn 
ae expected to call for additional large 
ams. An official report just made dis- 
doses that the Government has lost 
170,169,000 in its effort to support the 
price of potatoes. 

Price supports are moving back into 
ihe picture in a big way at a time when 
ihe city consumer feels that he is being 
squeezed by high prices for farm prod- 
ucts, As price supports come back, so do 
wme Government controls in the field 
of agriculture. 

A commitment to support prices of 
fum commodities is made by the Gov- 
emment for the years ahead. This com- 
nitment was rewritten, with some 
changes, by the present Congress. It pro- 
vides for Government support of prices 
of many farm products at a fixed per- 
centage of “parity.” 


What is parity? 

Parity is the return from sale of a farm 
product that will give the farmer a pur- 
chasing power equivalent to what he had 
in a “base” period, usually 1910-14. 
Parity rises or falls as the cost of living 
goes up or down. A parity price is estab- 
lished for a commodity, usually at the 
beginning of its marketing season, and 
sometimes is subject to change. Price 
support, thus, in effect, is a guarantee of 
purchasing power for the farmer. 


‘What is guarantee on 1948 crops? 


The guarantee on this year’s crops is 90 
per cent of parity for most products cov- 
eed by price supports. This is a con- 
‘nuation of the old wartime price 
supports that do not end until next De- 
cember 31, 


What supports will apply in 1949? 
| A special commitment on price supports 


applies for the 1949 crops of the so-called 
basic commodities—wheat, corn, rice, to- 
haceo, cotton and peanuts. The Govern- 
ment promises to support prices of these 
products in 1949 at 90 per cent of parity. 
This rate applies for all of these six com- 
nodities marketed up to June 30, 1950. 
After that, a sliding scale, ranging from 
60 to 90 per cent of parity, according to 
supply, will be in effect for 1950 crops of 
the six basic commodities. 


How about other crops? 


The Government will support the 1949 
tops of hogs, chickens, eggs, milk and 
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milk products at 90 per cent of parity. 
After Dec. 31, 1949, the support prices 
for these products can be cut to any 
level. Next year’s potato crop will be 
supported at from 60 to 90 per cent of 
parity. The range will be from 60 per 
cent of parity to the 1948 support price 
for the following items marketed in 1949: 
Dry beans and peas, sweet potatoes, tur- 
keys, American-Egyptian cotton, and 
soybeans, flaxseed and peanuts for oil. 
After 1949, the support levels for these 
commodities, except potatoes, can be cut 
below 60 per cent. The Government 
committed itself to support prices of all 
commodities in these groups by asking 
producers to increase their production 
during the war. 


For most other farm products, price sup- 
ports can be established in so far as 
funds are available, but they are not 
mandatory. A separate program applies 
for wool, with support levels ranging 
from 60 to 90 per cent of parity. 


Must producers do anything in re- 
turn for support loans? 

The Secretary of Agriculture can require 
producers to comply with certain acreage 
allotments and marketing regulations be- 
fore they obtain price-support loans. 
Thus, potato growers and wheat raisers 
can be required to limit their planting 
and to abide by marketing quotas to 
qualify for loans, in order to prevent a 
glut on the market of price-supported 
products. These controls have been little 
used in recent years, but may come back 
into wider operation next year. The De- 
partment of Agriculture is recommend- 
ing an 8 per cent cut in wheat acreage 
in 1949. Such a reduction is not manda- 
tory at this time, however, as a condi- 
tion for participating in the price-support 
program for wheat. 


Must all farmers comply with acre- 
age allotments? 

No. Acreage and marketing controls can 
be established by the Secretary of Agri- 
culture as conditions for obtaining price- 
support loans, but producers do not have 
to comply with them. The usual pro- 
cedure, before establishing marketing 
quotas for a product, is to hold a refer- 
endum in a producing area. Those voting 
not to co-operate can get only limited 
Government backing for price-support 
loans under the program. 


Is the basis for loans changed? 

The basis for loans usually will remain 
about the same in 1949, but will be 
changed after that. This change involves 
the formula for figuring parity. The 1910- 


14 period usually will be kept as the 
base for figuring parity, but some con- 
sideration will be given in the formula 
to average prices during the last 10 
years. This change in the formula is ex- 
pected to increase parity prices for most 
livestock items, but to reduce them for 
many field crops. The Secretary of Agri- 
culture is given power to revise the 
method of calculating parity for a com- 
modity if he finds, after a public hearing, 
that the price called for under the new 
formula is out of line with parity prices 
for other farm products. 


How do producers collect on price 
guarantees? 

When a producer has a price-support 
loan and the price of his crop goes below 
the guaranteed level, he can keep the 
loan money, without interest, and let 
the Government take his product. But 
if the price goes up, he is not obligated 
to sell to the Government. He can sell 
his crop and pay off the loan with in- 
terest. 


Price-support loans can be obtained di- 
rectly from the Government, through the 
Commodity Credit Corp., or, from banks, 
with crops being put up as collateral. In 
the case of bank loans, the Government 
guarantees the full amount. In addition, 
the Government supports prices by , di- 
rect purchase. Sometimes price-support 
programs cover both loans and purchase 
agreements. 


How long does price support con- 
tinue? 

No termination date is set by law for the 
extended price supports. But the next 
Congress, in 1949, is expected to study 
the entire long-range program for sup- 
porting farm prices. Pressures will be 
brought to bear from both sides—to 
strengthen the permanent supports for 
farm prices, and to allow commodity 
prices to fall as an aid to consumers. The 
outlook is that a number of changes may 
be made in the support program. 


In many cases, when prices have re- 
mained above support levels, the Gov- 
ernment has not had to make good on 
loans and purchase agreements. Pro- 
ducers often have found it to their ad- 
vantage to sell in the open market. But 
the Government now is maintaining 
prices of some products, such as pota- 
toes, eggs, wool and some types of to- 
bacco. A sharp break in commodity 
prices, however, could require wide- 
spread expenditures by the Government 
in carrying out its commitments to hold 
up the prices of farm products. 
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168 HouRS OF HAPPY LIVING 
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Every Tarheel is a natural heir to 
those rejuvenating “off-hour” pleas- 
ures so vital to sustained production. 
Though North Carolina holds first in- 
dustrial place in the South, it is still 
a rural state, with most of its factories 
located in an environment of beauti- 
ful mountains, rolling piedmont hills, 
or river-threaded coastland. Every 
worker is within a half-day’s easy 
drive of mountain or seashore play- 
grounds. Active outdoor life plus an 
old-fashioned belief that better work 
is a means of better living makes for 
high volume, low cost, year-round 
production in North Carolina. 
Investigate those advantages which 
make North Carolina the most pleas- 
ant and the most practical location 
for your industrial future. Write to- 
day to Division MI-20, Department 
of Conservation and Development, 
Raleigh, North Carolina. 


yo ay CONDITIONED BY NATURE FOR HAPPY LIVING 


MOUNTAIN PIEDMONT 






























Prices have made new gains as the 
huge money supply feeds inflation. 

Wholesale prices rose to 168.3 on 
the Bureau of Labor Statistics index 
for the week ended July 31. Indus- 
trial goods, reflecting the recent in- 
crease in steel prices, had the sharp- 
est gain since December. 

Metals and metal products rose 4 per 
cent in one week. Gains included: 
iron and steel, 6.5 per cent; struc- 
tural steel, 17; 
building materials, 2. 

Meat prices rose again. Live hogs 
reached a record of $31 per hundred 
pounds on August 4, compared with 
$20.87 in May. Steers were $35.62, 
compared with $28.75 in May. 

Department-store sales, at 312 on 
the Federal Reserve index in July, 
almost equaled the June record of 
313. Sales rose to 316 on the in- 

the week ended 


motor vehicles, 3; 


dicator below in 
July 31. 
New orders placed by 
stores rose sharply in June. 
Manufacturers $350,000,000 


department 


added 
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Money Supply From Bank Loans 
And Other Sources 
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Bank loans, which threaten to swell 
money supply, face closer control. 
Authority to increase bank reserve 












Indirect access to bank credit is avail- 
able to business, even if commercial 
banks stop increasing their loans 
Insurance companies, savings and 
loan associations and mutual savings 
banks sold $2,200,000,000 of Gov- 
ernment securities in the year ended 
June 30, mostly to the Federal Re- 
serve Banks, to get dollars for loans 
to business at higher interest rates. 
The dollars received increased the 
money supply. 

Capital needs of corporations in the 
first half of 1948 were supplied 
mostly by retained profits and re 
serves, and in smaller part by s« 
curity sales to insurance companies, 


other institutions and individuals 
No increase in baak loans was 
required. 


A less important role is being played 
by commercial-bank loans to privat 
borrowers now than in 1920 and 
1929. As shown by the top chart, 
bank loans supplied most of the 
deposit money and currency in ear- 
lier booms, Money supply now con 
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to their inventories in June. requirements, if granted by Con- sists mostly of dollars from sale of th 
The export drain, however, eased in gress, may make loans harder to Government securities to the banks 
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average excess in 1947. their growth. Interest rates will The boom, fed by a huge supply of = 
Employment is lifting incomes. Work- not rise much so long as the Fed- dollars, is gradually wearing itself co 
ers employed at civilian jobs rose eral Reserve Board supplies more out as demand is satisfied at higher 
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4 Trend of American Business 





24th and N Streets, N.W. 
1 Washington, D. C. 


‘ 


cd Housing program gets back almost all the federal support that it lost when 
8 Congress adjourned last June without adopting a housing bill. ; 
Rental housing is to get a financial fillip under a bill now agreed upon. 
Builders of rental projects are assured lots of money on easy terms. 








1S Owner-occupied homes also are to get more lenient insurance from Title 2. 
s Title 6--the easy-terms-to-veterans provisions--is not revived for indi- 


” vidual home builders, but Title 6 terms will apply to rental projects. 

Congress, in a last-minute switch, satisfies almost all the housing re- 

d quests that the Administration made. Slum-clearance and public-housing projects 
are the only features of the program that are not being approved. 


To be more Specific on the revived housing program: 

Rental projects on a large scale are to be allowed mortgage insurance up to 
90 per cent of cost. Projects can run as high as $5,000,000. Nonprofit cor- 
d porations that go in for such projects may go as high as $50,000,000. 
é Cost limits are boosted to $8,100 per unit, instead of the old limit of 
d $1,350 per room. That will take care of most recent hikes in building costs. 
Low-priced housing, to sell below $7,500, gets an 80 per cent guarantee. 
An additional $800,000,000 is authorized to insure rental projects. 
Private builders, under these provisions, get even more lenient terms than 
: they were offered under old Title 6 provisions. Cost limits are higher. 

















When it comes to other loan provisions on housing: 
Apartment owners are provided more guarantees for modernization loans. An 
\ additional $35,000,000 is authorized. Loans may run to $10,000. 
k Owner-occupied homes are eligible for 90 per cent guarantees up to $6,300 
instead of the old $5,400. An 80 per cent guarantee then is permissible on home 
i costs between $6,300 and $9,500. -These come under Title 2 loans. 
1 Two-family dwellings are eligible for 90 per cent guarantees to $7,000 and 
for 80 per cent to $11,000. Previous limits were $6,000 and $10,000. 

The housing bill also continues aid for builders of prefabricated houses, 
for low-cost rural homes and for low-cost homes for families of small income. 














The building industry, in addition, gets still more financial props. 

Secondary mortgage market is revived and expanded to include loans on all 
veterans’ housing, on large-scale rental projects and on regular FHA loans. 

Mortgage holders may dispose of as much as 50 per cent of mortgages made 
after April 30, 1948, in this manner. Previous limit was 25 per cent. 

Yield insurance also is to be established. This program is designed to at- 
tract more private capital into the building industry by guaranteeing a minimum 
return on private investments. The minimum is 2.75 per cent. 

Aim of this program is to assure uninterrupted flow of money into building 
activity. Effect is likely to be continued upward pressure on building costs. 
Expansion of building activity is not to be expected. The industry is operating 
close to capacity now. But demand for new dwellings promises to increase. 














When it comes to other ways of lending money, Congress proposes this: 
Installment credit may be tightened a bit, but not enough to cut buying by 
consumers to any great extent. Installment terms won't be prohibitive. 





(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Banks may be required to post larger reserves with the Federal Reserve as 
backing for deposits. But the increase in reserves is likely to be moderate. 
Bank loans, in fact, have not been expanding. Latest weekly Federal Re- 





serve report shows that member banks have reduced loans. Since the first of the 


year, business loans by member banks have declined by about $250,000,000. 
Whatever new authority may be granted, bankers will be under only mild 
pressure to hold down on loans. Nothing drastic is contemplated. 


As a matter of fact, both Congress and the Administration indicate that 
they are less concerned with inflation than with keeping the boom going. Every 
proposal to tighten up on money is countered by another plan to ease credit. 


Cash operations of the Treasury, however, may restrain inflation a bit. 

Cash income of the Treasury is likely to exceed outgo by $2,100,000,000. 
That's for the current fiscal year, the year that ends June 30, 1949. 

Cash balance in the Treasury on June 30, 1948, was $4,932,000,000. That i: 
more cash than is actually needed to operate the Government. The balance prob- 
ably can be drawn down by as much as $2,432,000,000 during the year. 

Cash intake from sales of nonmarketable securities, like savings bonds, 
also is likely to produce additional net cash receipts of $1,296,000,000. 

What it adds up to is this: The Treasury will have a total of about $5,828,- 
000,000 in cash that it does not need. Government corporations will raise 
around $369,000,000. That will send the total to $6,197,000,000. 











Cash surplus in the Treasury can be used to retire marketable debt. 

Deflationary results of debt retirement are greatest when Securities are 
retired from Federal Reserve Banks. That reduces bank reserves--the base on 
which commercial banks make loans to business firms and to consumers. 

Debt retirement in the period ahead can still be within striking distance of 
debt retirement in the last fiscal year--$6,197,000,000, against a total of 
$8,331,000,000 in the fiscal year that ended last June 30. 

Debt management by the Treasury can still exert a deflationary effect even 
though the budget may be barely in balance. Cash can be used instead. 

If the Treasury should retire bank-held debt at the same time that higher 
reserves are required, banks would be doubly induced to go slowly on lending. 
However, banks were under the same pressure early this year and there was no 
noticeable slowing of the boom as a result of the squeeze on reserves. 














Actually, as a result of what Congress is doing, the outlook is this: 

Industrial activity will continue at high levels through the remaining 
months of 1948 and very probably into the early months of 1949 at least. 

Labor supply probably will be adequate to fill needs, but just barely. 

Total employment for the remainder of the year may exceed 61,000,000. 

Civilian jobs are opening up that will give work to 60,000,000--the prewar 
goal of full employment. Military forces will take the remainder. 

Unemployment is likely to fall to 1,500,000. That's a smaller volume of 
unemployment than most experts thought possible during the most prosperous time. 

One effect of this tight labor supply is likely to be a demand for still 
another round of wage increases early next year. Labor is in a strong position. 

















Exports are not yet showing any effects of the Marshall Plan. 

Export volume in June went to $1,013,100,000--8 per cent below May and 21 
per cent below the monthly average for 1947. That includes civilian relief. 

Imports, on the other hand, jumped to $615,600,000, a 12 per cent advance 
over May and a 29 per cent increase over average monthly imports for last year. 

Increasing imports and declining exports tend to reduce inflationary pres- 
sures by reducing the net surplus of goods that leave the country. But the ex- 
port trend is expected to increase when ECA funds are spent more freely. 





U. S$. NEWS & WORLD REPORT 





Fee ST 





CI 


Ne 
credi 
mild, 

Ba 
plan: 
enou 

Co 
offer 

A 
posit: 
felt a 


The 


gress 


| tion v 


Al 
the Fe 
ber bz 

Ah 
rency 
serve 
Systen 

Inst 
a revit 

Mr. 
ther it 
flation 
gram | 
ever, ( 

Res 
to be 
head © 


| credit. 


Reser 
requir 
and wl 
be left 

The 
ments 
of ban 
amour 
requir 
serve § 
The n 
in the 
it has | 

Incr 
fore, | 
metho 
propos 
reserve 
quiren 
just ak 

Effe 
quiren 
tem’s 1 


AUGU 





PORT 





_ Fin 





Reg. U.S. Pat. Off. 


nce Week 





'CREDIT-CONTROL OUTLOOK 


Effects of Program for Money Regulation 
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New controls over money and 
credit, when they come, are to be 
mild, are not to stall the boom. 

Bank reserves, under present 
plans, are not to be tightened 
enough to stop credit flow. 

Consumer-credit rules are to 
offer fairly liberal terms. 

A higher gold backing for de- 
posits and currency is not to be 
felt at all right away. 


The most drastic steps that Con- 
gress considered in controlling infla- 
tion were these: 

A higher reserve requirement for 
the Federal Reserve System’s 7,000 mem- 
ber banks. 

A higher gold backing against cur- 
rency and against member banks’ re- 
serve deposits in the Federal Reserve 
System. 

Installment-credit control, through 
a revival of Regulation W. 

Mr. Truman wanted to go much fur- 
ther in attacking the money side of in- 
flation. Even a sharply modified pro- 
gram of money and credit control, how- 
ever, could produce important results. 

Reserve requirements of banks are 
to be at the root of any federal effort to 
head off the expansion of money and 
credit. The idea is to give the Federal 
Reserve Board authority to raise these 
requirements. The decision on whether 
and when to order such an increase would 
be left to FRB. 

The purpose of raising reserve require- 
ments would be to restrict the capacity 
of banks to make loans. Reserves are the 
amount of money that member banks are 
required to put up with the Federal Re- 
serve System as a protection to depositors. 
The more money a bank must “freeze” 
in the form of reserves, the less leeway 
it has to make loans to customers. 

Increasing reserve requirements, there- 
fore, has become one of the traditional 
methods of heading off inflation. The 
proposal to give FRB more control over 
reserves stemmed from the fact that re- 
quirements already had been pushed up 
just about as far as the law allowed. 

Effects of an increase in reserve re- 
quirements for the Federal Reserve Sys- 
tem’s member banks would be these: 


AUGUST 13, 1948 

















—Dowling in N. Y. Herald Tribune 


‘ISN'T ANYONE WATCHING JUNIOR?’ 


With an increase of 3 percentage 
points against demand deposits and 

1 point against time deposits, the 

banks affected would have to put up 

about $3,000,000,000 more for their 
reserve accounts. On demand depos- 
its, the total requirement would 
range from 17 per cent for “country” 
banks to 29 per cent for New York 
and Chicago banks. On time depos- 
its, the requirement would be 7 per 
cent for all member banks. 

With an increase of 5 percentage 
points against demand deposits and 

2 points against time deposits, banks 

would have to put about $4,700,- 

000,000 more money in their reserve 

accounts. On demand deposits, re- 

quirements would range from 19 per 
cent for “country” banks to 31 per 
cent for New York and Chicago 
banks. On time deposits, the re- 
quirement would be 8 per cent for 

all member banks. , 

To get the money required for addi- 
tional reserves, banks would have to sell 
off some of their huge holdings of Gov- 
ernment securities. They could do this 
readily, as banks own a total of about 
$65,000,000,000 of federal obligations. 
Some banks probably would have to dip 


into their holdings of long-term Govern- 
ment bonds. As a rule, bankers dislike to 
part with these securities, as they pay 2% 
per cent and are riskless. 

The result might well be to put a mild 
restraint on lending. 

Banks would lose some of their earning 
assets if they had to sell Government se- 
curities. Then they would start looking 
around for ways to offset that loss. One 
possible answer would be to raise inter- 
est rates, which might tend to tighten 
credit. Another would be to seek new 
outlets for private loans, which would 
produce new income for banks and add 
to the total credit supply. 

Some member banks, if hard pressed 
to meet the higher reserve requirement, 
might pull out of the Federal Reserve 
System. Because of this possibility, the 
Federal Reserve Board disliked the idea 
of applying the increase to member banks 
alone. FRB wanted to broaden the au- 
thority to cover all commercial banks. 

Mr. Truman’s proposal was to author- 
ize FRB to raise reserve requirements by 
10 percentage points on demand de- 
posits and 4 points on time deposits. 
Such an increase would require member 
banks to put up around $10,000,000,000 
more for their reserve accounts. If 
ordered suddenly, that could have pro- 
duced a marked shrinkage in the flow 
of credit. 

Actually, FRB can be expected to in- 
crease requirements in easy stages, if at 
all. Even so, with Congress turning in 
the direction of tighter credit, business- 
men and other borrowers may find it a 
little harder and a little costlier to get 
money from banks in the period ahead. 

Gold backing was set in 1945 at a 
minimum of 25 per cent each against 
Federal Reserve Notes outstanding and 
against member banks’ reserve deposits in 
the Federal Reserve System. Proposal in 
Congress was to raise that to 40 per cent 
against Reserve Notes and 35 per cent 
against deposits. 

Immediate effect, if any, of such an 
increase would be indirect. Sponsors of 
the plan said its purpose was to serve 
notice on the country that Congress was 
turning away from the “easy money” 
policy followed by the Government in re- 
cent years. Raising the requirement would 
have little or no practical effect on the 
supply of money and credit immediately. 
The figures show why: 

Under the 1945 law’s requirements, the 
gold on hand is nearly $12,000,000,000 
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—Black Star 


PURCHASING A WASHING MACHINE 
... no drastic restraint on installment buying 


more than the amount needed as backing 
for reserve deposits and currency. 

Under the proposed requirements, the 
gold stock still would be $5,700,000,000 
bigger than the amount needed. That 
would be enough excess gold to support a 
tremendous further expansion of money 
and bank deposits. 

Eventual effect conceivably could be 
to tie the hands of the Federal Reserve 
System. This would result if, by any 
chance, the excess of gold over require- 
ments were used up. 

That would be unlikely. However, the 
mere possibility of such a thing was 
enough to cause the Administration, as 
well as top officials of the Federal Re- 
serve System, to oppose the increase. 
There was talk of a veto of the bill 
that contained all three parts of the in- 
flation-control program, just to block the 
increase in gold requirements. 

Without any excess gold, the Federal 
Reserve System would be unable to sup- 
port Government bond prices by buying 
in the open market. In fact, the System 
might have to sell federal securities in the 
market to raise the currency needed to 
meet member banks’ Also, the 
Federal Reserve System might find itself 
in a position where it no longer could 
lend money to banks on rediscount. 

Actually, before running into that situ- 
ation, the Federal Reserve Board would 
call on Congress to reduce requirements 
again. That was what happened in 
1945, when the gold requirement was 
reduced from 35 and 40 per cent to 
25 per cent. At that time, the higher 


needs. 
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ratio threatened to restrict the flow of 
credit on which the Treasury depended 
for war financing. 


Installment-credit control would 


be felt more directly by the general public. 

This would amount to a restoration of 
essentially the provisions of Regulation 
W that were in effect during the last few 
months of the regulation’s life. The whole 
thing was scrapped last year. 





BORROWING FROM A BANK 
... mild limits on lending 


J 

Articles covered by the regulatioy 
were autos, stoves, dishwashers, ironers 
refrigerators, washing machines, air-cop. © 
ditioning room units, radios, phono. 
graphs, sewing machines, vacuum clean. 
ers, furniture and soft floor coverings 

Down payment was set at a minimun 
of 20 per cent for furniture and flog; 
coverings, and at least one third on qj 
the other items. 

Time to pay the balance on all coy. 
ered items was up to 15 months. 

New controls of the same kind wouk 
be unlikely to produce much of a chang 
in the national credit picture. Installmen 
credit has been rising little, if any, mor 
rapidly since Regulation W was lifted 
than before. This type of credit now rep. 
resents a smaller proportion of total buy. 
ing than before the war. 

On automobiles, according to a nationa 
survey by one big credit company, two} 
thirds of buyers already are paying up | 
in 18 months or less. Also, one-third down 
payments are required by some of the } 
biggest finance companies. 

On some other items, credit terms have 
become more generous as selling compe- 
tition has returned. Here, new controls 
would have more effect. 

Over all, however, a revival of Regu- 
lation W, would not be likely to produce 
any sharp reduction in buying. 

The boom, thus, is to keep fairly fre: 
of hampering restrictions. By any trad- 
tional standards, money is likely to re- 
main cheap and plentiful. Prices can be 
expected to climb still higher. Congress 
was not willing to risk any steps that 
might produce a sudden bust. 
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—Ewing Galloway : 
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i f LONDON. ...GENEVA....FRANKFURT.... 
uiiment 





” lifted >> Britain is not ready to gamble everything on the European Recovery Program. 


W rep: | Behind the scenes, Britain is making this clear to Washington. 

al buy- Washington is disappointed that Britain has not taken the lead in pulling 
ationd Western Europe closer together. Britain has been lukewarm to the new credit 
ae proposals for helping Western European trade, to the idea of a customs union, to 
pa other plans pointing toward a United States of Europe. 


d down 
of the § 





alias >> But here's the way it looks from the British angle: 

compe: The Empire and dominions have to be considered first. Ties with them 

ontrols | are sure. Ties with Western Europe must always be tenuous by comparison. ERP 
Regu. itself is only a four-year program, at best. It might not last even that long. 
roduce So Britain is hesitant about favoring or treating Western Europe as an 

re equal with the British Empire and dominions.. 

- tradi- Western Europe is neither the chief source of supply nor the foremost market 














ft for Britain. Chances are it never will be. Empire is much more important. 
ein Living standards in Britain are higher than on the Continent. Thus, 
s_ that really close economic ties with the Continent could drag British standards down. 


France and Italy are regarded in Britain as weak partners. Their govern- 
ment, labor, financial problems are recurrent, seem to defy solution. The Brit- 
ish fear these countries would always be leaning on Britain. 





>> Britain finds her double duty to Empire and to ERP a little trying. 

The dominions and colonies are Britain's chief food source. As such, they 
want first call on British exports of farm machinery. 

But the Low Countries have the same products for sale and want the same 
consideration. Under ERP concepts of mutual aid, they should get it. They won't. 

British deals within the family are long-term affairs. One recently signed 
with New Zealand is to last seven years. Idea is to encourage production by as- 
suring a market and reasonable prices. The British are not prepared to throw 
overboard such deals in favor of European recovery. 

Britain's worry is that the U.S. Congress won't understand her position. 

















>> Russia suddenly seems less opposed to the ERP..... 

Russia now is willing to back studies by U.N. agencies looking toward de- 
veloping East-West trade in Europe, a major aim of ERP. This is a new line for 
Russia to take. But Russia still refuses to join in any of the practical work 
of the Economic Commission for Europe--the work on coal, transport, fertilizer 
and so on. These will be essentials in building up East-West trade. 











(over) 
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WORLD COMMERCE-INDUSTRY-- (Continued) 


>> German steel production now is getting the green light..... 
Big imports of ore and ample supplies of Ruhr coal are being poured into 
steel mills in Western Germany. Plenty of skilled workers are available. 
Bottlenecks caused by the steel shortage are to be eased. Coal production Riess 
has suffered because of lack of steel machinery and implements. Railroads have é 
been hard pressed because steel wasn't available for repairs of right of way and 








rolling stock. Steel still is very short. But things look better now. Isr 
The more German steel can be turned out, the less will be needed from the 
U.S. and from neighbors such as Belgium and Luxembourg. World needs for steel ithe 


ALLSTON 


are such that any additions to production are welcomed. 
Boost ahead in German steel is part of the European Recovery Program. 



































Idea is to lessen need for German imports of steel. Eventual aim will be ip. 
to bring German production up to a point where steel exports to Western Europe scious 
can rise to important proportions again. each t 

instea 
‘officia 
>> But it is going to take time to reach these goals. the c 

Steel production in Western Germany last year was 2,948,000 tons. state.’ 

This year, more than 4,000,000 tons is expected. That figure is the goal. Re 

And the target in the year ending next June 30 is 6,000,000 tons. That, de fa 
too, can be hit, barring further dismantling of plants. But it depends on get- a 
ting more ore imports and solving shortages of refractories and ferrous alloys. I requis 

France is somewhat reluctant to sell ores of Lorraine or North Africa to em an 
Germany. France fears a rebuilt steel industry in Germany. 

Sweden is anxious to Sell her high-grade ore to Germany--at a high dollar Still 
price. Sweden needs dollars badly. But U.S. authorities balk at the price. peopl 

Problems like these have to be licked if German steel is to go ahead. new I: 

there 
>> Another problem is what's to be done about dismantling German steel plants. — 

Present tendency is to duck this problem. ited 9 

Existing steel plants can turn out 12,800,000 tons a year. friends 

But the "level of industry" agreed upon for Western Germany calls for only nee 
10,700,000 tons. Some plants would have to be dismantled to reduce capacity. they'd 

Germans in the steel industry, of course, oppose further dismantling. The 

U.S. occupation authorities would like to leave the dismantling question em 
open for a while. Their chief aim right now is in boosting production. “These 

Private steel interests in the U.S. are showing much interest in German , 
problems. German thinking is that American capital might be interested in Israe 
building up the German industry again, eSpecially if Mr. Dewey should win. eobe 

The French want to go ahead with dismantling. viachin 

The British don't seem in any great hurry about dismantling, but they are not dre: 
for breaking up the cartel in German steel and "Socializing" the industry. 7 

German strategy now is to drive a wedge between the U.S. and Britain. ' formatii 

There's a current squabble for the Germans to exploit. The British have a 
been getting the lion's share of German scrap, which they consider booty. U.S. shirt sl 
producers are much annoyed at this. Scrap is badly needed in American steel mills. the poy 

Long term, there are the involved questions about cartel busting and na- as 
tionalization. So far, the British and Americans have not been able to agree on Hforms a 
what type of organization they want the future steel industry in Germany to have. | Actua 
German industrialists believe the Americans, in the end, will firmly oppose na- gay 
tionalization of steel. German co-operation with Americans, thus, is to grow. wae 
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Life Around the World 


‘Israelis are enjoying the little things 


ithat go with having a state of their own 


ah TT 


TEL AVIV 
NEWNESS OF THE NEW STATE of 
Tisract has not yet worn off. Self-con- 
sciously the Israelis correct themselves 
each time they slip up and say “Palestine” 
instead of “Israel.” As one Government 
official put it, “We have barely torn off 
‘the cellophane wrappings of our new 
state.” 

The big powers may debate whether 
‘this State should be recognized de jure, 
de facto, or at all. But, to the Israeli 
people, the issue is no longer debatable. 
They say Israel has met the two prime 
requisites of statehood—the ability to gov- 
em and the ability to defend its frontiers. 
The state of Israel, they will tell you, is 
here to stay. 

Still unaccustomed to self-rule, the 
people here delight at every manifesta- 
tion of their sovereign status. When the 
new Israeli postage stamps were issued, 
there was virtually a run on the post 
ofices. The entrance visa stamped in 
Hebrew on my American passport cre- 
ated a sensation among my Tel Aviv 
friends. Innumerable people have asked 
me to show it to them. “That’s our own, 
an Israeli visa. No more British visa,” 
they'd exclaim jubilantly. 

The immigration official who boarded 
our ship lost no time in pointing out to 
me the corvettes in the Tel Aviv harbor. 
‘These are part of our own fleet, of the 
Israeli Navy,” he said with a great deal 
of pride. 

Israelis use the phrase “our own” not 
only in conversation with foreigners, but 
also among themselves. They seem to be 
pinching themselves to see that they are 
not dreaming, that they actually do have, 
after 2,000 years, a state of their own. 

The Government of Israel is still in its 
fomative stage. Under the circum- 
stances, there is amazingly little red tape. 
Members of the Cabinet work in their 
shirt sleeves, tieless, just like the rest of 
the population. There is no pomp, no 
sshow of self-importance. In the Army, 
too, the top officers wear the same uni- 
aforms as the privates. 
| Actually, there had been too much 
jinformality. Strangers would drop in to 
Phave a chat with Premier David Ben- 
Curion or Foreign Minister Moshe Sher- 
tok and tell them how to run their depart- 
ments. They had to put a stop to that. 
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Today it is as difficult to obtain an inter- 
view with an Israeli minister as it is to 
get a pass to the U. S. World Series. 

Tel Aviv, incidentally, is one of the 
most American cities outside the U.S. 
There are any number of American cin- 
emas, American bars, American shops. 
And, of course, a goodly number of 
American visitors. One runs into them 
everywhere. At a bar the other night, an 
Alabamian hailed me with a hearty, 
“Shalom, you-all.” 

I overheard another American, a Chi- 
cagoan, arguing with an usher at a movie 
theater. The show had been interrupted 
because of an air raid. 

“I'd like a bomb check,” the American 
demanded. 

The usher could not understand him. 
What do you mean a ‘bomb check’?” 
she asked. 

“Well, sister, it’s like this,” the young 
American explained. “Out in Chicago, 
where I live, if I go to a baseball game 
and it rains, I get a rain check. Why don’t 
you issue some sort of bomb checks 
during alerts?” 

Tel Aviv is the perfect spot for the 
English-speaking correspondent. Nearly 
everybody here speaks English—the tele- 
phone operator, the taxi driver, the waiter 
and the bartender. 

I arrived in Palestine equipped with a 
vocabulary of four Hebrew words— 
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shalom (which means both “hello” and 
“good-bye”), slikha (excuse me), beva- 
kasha (please) and toda raba (thank 
you). But I soon gave up. Whenever I 
exercised any of these words on a Tel 
Avivian, he'd get back at me with a 
torrent of impeccable English. 

I asked a British correspondent who 
has lived in Tel Aviv for two years if he 
had learned any Hebrew. “No,” he re- 
plied, “but I have certainly improved my 
English.” LD.W.T. 


Germans’ new money 
starts brief splurge 


FRANKFURT 

N ENGLISHMAN LOOKED into the shop 

window laden with fine leather trav- 
eling bags, purses, billfolds. “Well,” he 
said, “all I’ve got to say is, you can’t find 
things like that in London today.” 

His was the somewhat bitter reaction 
of a man whose country had fought and 
won a war. Here, in the loser nation, 
were goods that could not easily be 
bought in victorious England. 

But the things in the shop windows, 
not seen in Germany since or during the 
war as generally available merchandise, 
were a problem for the Germans, too. 

For a change, they had an opportunity 
to buy goods, but not much money with 
which to buy them. Before currency re- 
form, with the mark of little value, pro- 
ducers refused to sell. After currency re- 
form, faith in the mark revived, goods 
came out of hiding, but people had fewer 
marks with which to buy. There was a 
splurge of buying for a while, but it 
didn’t last long. 

The average employe, for example, 
had an income of around 200 marks a 
month, or $66, assuming the mark to be 
worth 30 cents in American currency. 
Half and more had to be spent for food 
and rent. That left, at most, 75 marks 
a worker could use to buy the new goods 
that currency reform brought on the 
market. 

A Frankfurt clerk told me how he and 
his wife celebrated currency reform. 

“We had 280 marks to spend from cur- 
rent income,” the clerk said. “Sixty went 
for rent, my wife spent 30 on a leather 
purse she’d wanted for a long time, and 
we laid aside 75 for food. But with the 
farmers bringing in so many fruits and 
vegetables, we upped our food budget 
to 100. Allowing 20 marks for incidentals, 
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To subseribers who want a 
permanent record of the news as 





it is reported on these pages, the 
publishers will furnish at = cost 
microfilm reproductions of U.S. News 
& World Report. Many corporations and 
educational institutions now have stand- 
ing orders for these films, thus making 
all back issues available for convenient 


reference in their libraries. 


The issues are photographed by 





volume—26 issues to each film— 
with an index to each volume included. 
The photographic reduction takes ap- 
proximately one-twentieth the storage 
space of the regular bound volume, can 
be projected on any standard microfilm 


equipment. 


The price for microfilm records is 
$15.00 for one year’s issues. Sub- 
seribers interested in obtaining these 
films are invited to write the Cireula- 


tion Director for further details. 


U.S. NEWS & WORLD REPORT 


Executive Offices 


24th & N Streets N.W., Washington 7, D.C. 














All 
that left 70 of our 280 with which | diffict 
splurge in the shops. off to 

“Some aluminum kitchen utensils we, 


first on the list, for 19 marks, which lef oy 
us 51 marks to go. A breakfast set tog) was 0 
25 marks. A shirt tor me finished off th marks 
26 marks, and we were into savings. : Deuts 


pair of shoes for my wife, a new dres 
a butcher knife and a cigarette light 
(matches still are hard to get) nicked thy 
savings account more than 90) maa Jag 
Then we called a halt.” 
Currency reform had started busines in | 
rolling in staple goods. Farmers brougt/ 
in their products; vegetable stalls weg) 
set up in streets of Western-zone citie AT 
Shopkeepers were forced to bring oy in 
goods from hiding in order to get mone | during 
to operate. Buyers were finding cont 
they hadn't seen in years, or had be rf 
getting through black-market channels, 
The black market was re-forming, ty I fve 
ing to overcome the setback caused bp 
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currency reform, Cigarettes were 4 mark 7 
: guerrill. 


a pack in the black market, 2 marks les§ > ~ 
: ee ie -f limited 
than in the shops, which added a Gov, 
lished v 
ernment tax, 








“But that’s no business,” a_ blac _ 
market operator complained. “You calf. “"'S 
make money by underselling the reguli b up a 
stores.” —" back 

Money appeared to be emerging as tl going t 
major black-market item under the ne‘ Japanes 
deal. One press was discovered ready t market 
counterfeit the new mark. Black-marke Just f 
prices for the new mark varied, from | | Tecently 
to 16 marks for the dollar or for U.S taant f 
Army scrip money. Black marketer mia | 
wanted both. A ip 

Cigarettes became a minor tip, stilg had con 
appreciated but not as before when the sured th 
were practically legal tender in Germanyf at 
The legal ration was running about Viously 
pack a month, steadily improving. Suga = Ww. 
chocolate bars, coffee still were prize kill th 
items as tips; their value in black-marké ie m 

v0 chil 


bargaining had diminished. 
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All in all, though there were plenty of 

hich (ff gifficulties, the currency reform had got 

of to a pretty good start in the Western 

ils wen ones, Goods were available, as they were 

hich lelff not in Berlin and the Eastern zone. There 

set toch was no confusion of old marks, Russian 

| off thi marks, Deutsche marks, It looked as if the 

he Deutsche mark was here to stay. T. F. H. 
Vv dres 

lightel 


‘el’ Japanese aren‘t safe 


) marks 
bse i Philippines today 
Ils wer MANILA 


le Cities ATRED OF THE JAPANESE is as -intense 
TMs 0 ~ in the Philippines now as it was 
“t monefi during the worst days of the Japanese 
'S 8000) occupation. 

iad beeg “If a Japanese were to show his face 
aunnels, on the streets of Manila he wouldn’t last 
Ng, (yf fve minutes,” a thoughtful,  serious- 
vused DB minded editor told me the other day. 
“There is hardly a family in the Philip- 
pines that didn’t have someone butchered 
by the Japanese. It will take a generation 
| for this bitterness to pass—maybe longer.” 
) This feeling of hatred starts with the 
most intelligent and reasonable Govern- 
ment officials and businessmen and ex- 
tends down through every stratum of 
society to the illiterate and impoverished 
tenant farmer. President Elpidio Quirino, 
mild mannered and soft spoken, spent 
half an hour of a 45-minute interview I 
had with him condemning Japan—past 
and present—and criticizing the U. S. pol- 
icy of building up the Japanese economy. 

The President feels that he is qualified 
to pass judgment on the Japanese. He 
watched them kill his wife and three of 
this children. 

Philippine politicians know that one of 
the quickest and surest ways to get into 
serious trouble is merely to suggest that 
the republic resume trade with Japan. 
The other day, for example, Senator 
Thomas Confessor, a Philippine wartime 
guerrilla hero, expressed the belief that 








4 mark 


arks les§ 2 ~ D 
. Col limited trade relations might be re-estab- 


lished with Japan. The next day he was 
attacked violently by editorial writers. 
This intense feeling shows what U. S. 


1 blac 
‘ou call! 


. regulsf 8 UP against in its plans to get Japan 
~' | back on a self-supporting basis. But it is 
vo as tht 80ing to take a major selling job to get 
the nev /4panese goods back into the Philippine 
ready tf Market in anything like prewar volume. 
market Just for example, a Government official 


from lf tecently told me of an encounter with a 
‘or U.S tenant farmer who had just learned of the 
rketeert tival here of a shipment of Japanese 
textiles. The farmer asked if any Japanese 
tip, stig tad come with the textiles and was as- 
el id sured they had not. 

erman\f, _ That's too bad,” said the farmer, ob- 
about | “ously disappointed. “If the Japanese 
+, Sugay, CMe with the textiles perhaps I would 
> prize have the opportunity to kill one. They 
k-marke killed my mother and father, my wife and 
two children.” J. F. 
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Prominent Users of Strathmore Letterhead Papers: No. 78 of a Series. 


Hot off the press— 
the N. Y. SUN, 

one of America’s 
best read 
metropolitan dailies 


Does your letterhead 


properly impress your public? 











_ It’s highly important that your letterhead represent the quality and 
character of your business. That’s why so many leading organizations 
use Strathmore letterhead papers. 


The New York Sun is a colorful example. This famous newspaper was 
founded in 1833 by Benjamin Day, who revitalized the journalism of 
his time. From its earliest days a vital force, the Sun over a hundred 
years ago sent out its own sloops and special trains...even installed 
a carrier-pigeon service to get news with fast efficiency. 


It’s in character for the Sun to choose Strathmore, for an all around 
letterhead whose appearance instantly tells the reader, “This com- 
munication comes from a reliable, important source!” 


If you’re not completely satisfied that your present letterhead does 
such a job for your company, we suggest you ask your printer to 
submit new designs on Strathmore letterhead papers. 


Strathmore Letterhead Papers: Strathmore Parchment, Strathmore Script, 
Thistlemark Bond, Alexandra Brilliant, Bay Path Bond, Strathmore Bond. 


STRATHMORE 2 


Strathmore Paper Company, West Springfield, Massachusetts 
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Mr. Truman’s Political Gains . . . Power of Generals 
To Decline? . . . Republican Alarm Over Living Costs 


President Truman is making political 
gains of a size that is giving mild 
concern to G.O.P. leaders. Republi- 
cans console themselves, when the 
Truman popularity curve is rising, 
with the thought that Henry Wallace 
and his third party will make it im- 
possible for Mr. Truman to carry 
enough States to win the election. 


x * 


Senator Robert Taft, in Republican 
caucus, readily admits that Repub- 
licans were placed in an awkward 
position by the special session of 
Congress. By this maneuver, Dem- 
ocrats succeeded in spreading the 
idea Republicans were unwilling to 
do much about high cost of living. 


x «er 


Individual members of Congress often 
become alarmed by public reaction, 
shown in a flood of letters, to high 
prices of meat and to the rising cost of 
living. G.O.P. leadership is concerned 
over the prospect that the party may 
lose a number of seats in the next Con- 
gress that it had considered secure. 
Mr. Truman is credited with compli- 
cating their problem. 


x * * 


Thomas Dewey, Republican presi- 
dential nominee, called the tune on 
Republican policy moves in the spe- 
cial session of Congress. Mr. Dewey’s 
wishes governed decisions of Senator 
Taft and House Speaker Joseph 
Martin, Jr. 


x *k * 


Republican leaders in Congress are 
indicating privately that Thomas 
Dewey if elected President, will have 
a honeymoon period in which he will 
find Congress ready to accept his 
ideas. However, the point is made 
that after his honeymoon, he will find 
it necessary to co-operate with Con- 
gress, not to try to dictate to it. 


Kk *® *® 


Joseph Stalin and the Russian Polit- 
buro intend to string along, keeping 
world affairs in a fiuid state at least 
until 1949 on the theory that a 
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change in U.S. Administration at 
that time would open the way to 
changes in the U.S. viewpoint. Rus- 
sian leaders are not thinking in terms 
of war at this time. 


x k * 


Gen. Lucius Clay, U.S. commander 
in Germany, issued orders for a 
counterblockade against Russia in 
Germany without first consulting 
with the Department of State. Gen- 
eral Clay has tended to act on his own 
in dealing with the Russians and then 
to tell the diplomats later. 


x * * 


Lieut. Gen. Walter Bedell Smith, 
U.S. Ambassador to Russia, recom- 
mended that U.S. withdraw from 
Berlin, except for token military 
forces, at the time the plan for re- 
building Western Germany was an- 
nounced, on the ground that the 
position in Berlin then would be 
untenable. General Smith, however, 
was overruled by General Clay, who 
has shaped U.S. German policy. 


K ok *® 


In a Dewey Administration, if there 
is one in 1949, generals will have far 
less independence in shaping U.S. 
foreign policy and trained diplomats 
will have far more than in the present 
Administration. U.S. policy with 
relation to both Germany and Japan 
is made largely by military men. 


x oe 


George Marshall, U.S. Secretary of 
State, when Chief of Staff during 
the war, always stood out against 
acceding to Russian demands that 
Russian leaders be included on the 
Combined Chiefs of Staff who ran 
the war in the West. In wartime, 
Russians were so suspicious of their 
allies that they always balked at 
giving so much as information con- 
cerning general disposition of troops. 


xk k * 


Difference between General Clay, 
U.S. boss in Germany, and Paul 
Hoffman, boss of the Marshall Plan, 
is over which comes first, Germany 




























































or the rest of Western Europe. 
Hoffman tends to give priority to tf 
latter, General Clay to Germany 


x *k * 


Mr. Hoffman and his assistants 
going out of their way to see 
Representative John Taber, head 
the House Appropriations Committe 
knows exactly how the Marshall Pla 
billions are being spent. Mr. Hoftma 
is looking ahead to appropriati 
hearings next winter. 


x *k * 


Mr. Hoffman, as Marshall Plan Ad 
ministrator, is using pressure in a dipll 
lomatic sort of way to induce tf 
British Government not to socialj 
its steel industry. The privately owne 
steel industry in Britain is showig 
that country’s most substantial p 
duction gains. 


x *& * 


Thomas McCabe, Reserve Boar 
Chairman, is discovering that Mam 
ner Eccles, former Chairman w 
was demoted by President Truméf 
still manages to command a majorilj 
of the Board on policy issues. Mri 
Eccles is a favored witness of Cai 
&ress on inflation issues. 


x *k * 


White House political advisers af 
cool to the idea of recalling Congre 
after Labor Day to deal at that tim 
with inflation issues that are not deal 
with by the special session 
Congress. 


* * F 


Mr. Truman is being advised t 
the net of laws that Congress 
enacting at the special session wil 
be inflationary in effect, rather thé 
deflationary, by adding to the eas 
money available for construction. 


x k * 


Marshal Tito of Yugoslavia cai 
count on a split between Premié 
Stalin and top members of the FOR 
litburo. Best evidence is that Mr. Stall 
in and his aides are determined Wi 
discipline Tito. 
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